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UNITED STATES-SOUTH AFRICA RELATIONS: 
PRESENT AND FUTURE 


Thursday, October 14, 1999 

House of Representatives, 

Subcommittee on Africa, 
Committee on International Relations, 

Washington, D.C. 

The Subcommittee met, pursuant to notice, at 2 p.m., in room 
2200, Rayburn House Office Building, Hon. Edward R. Royce 
(Chairman of the Subcommittee) presiding. 

Present: Representatives Royce, Campbell, Payne, Hastings, 
Meeks, and Lee. 

Also present: Representative Gilman. 

Mr. Royce. Today’s hearing of the Subcommittee on Africa will 
now come to order. 

Today the Subcommittee will look at the bilateral relationship 
between the United States and South Africa, one of the most im- 
portant relationships our country has in Africa. 

Since it made its exceptional transition to a nonracial democracy, 
U.S. relations with South Africa have considerably broadened. No 
longer dominated by apartheid, the U.S. -South Africa agenda now 
tackles issues of security, health, and the environment. With the 
U.S. being South Africa’s largest trading partner and South Africa 
being the dominant buyer of America’s exports to Africa, economic 
issues have a heightened prominence. Needless to say, the new 
agenda, while challenging, is most welcome. 

The U.S. -South Africa Binational Commission, up and running 
for 4 years now, indicates the importance of South Africa to the 
United States. South Africa faces many challenges. Its economy is 
struggling. It faces a serious crime problem, which we will hear 
about. In these areas, it is in the U.S. interest to work with the 
new government of Thabo Mbeki through the Binational Commis- 
sion for a better future in South Africa. 

Within Africa, the U.S. has given South Africa exceptional atten- 
tion. While it is important that this not come at tbe expense of 
other African countries. South Africa’s potential and importance 
warrants this attention. Today the Subcommittee will have a 
chance to better appreciate the challenges and opportunities of our 
important relationship with South Africa. 

Before proceeding, I would like to acknowledge the death of Ju- 
lius Nyerere, the former president of Tanzania. He died last night 
in a London hospital. Nyerere is a man who defined his age, who 
will be remembered for bis opposition to colonialism, and his oppo- 
sition to apartheid, as well as his modest lifestyle. 

( 1 ) 
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Mwalimu, Swahili for teacher, which he was commonly called, re- 
mained active in public life after leaving office in 1985. At the time 
of his death, he was working to resolve the conflict in Burundi. Our 
condolences go to the Nyerere family and to the Tanzanian people. 

I will now recognize the ranking member of the Subcommittee 
for an opening statement. 

Mr. Payne? 

[The prepared statement of Mr. Royce appears in the appendix.] 

Mr. Payne. Thank you very much, Mr. Chairman, for calling this 
very important hearing on South Africa. I, too, would like to men- 
tion former president of Tanzania, Julius Nyerere, the father of the 
independence movement. Today Africa has lost a great man. Com- 
monly referred to as “The Conscience and Teacher of Africa,” Presi- 
dent Nyerere was one of the leaders who led the drive to end the 
white minority rule in South Africa and Rhodesia and to stop 
apartheid. 

In 1979, he defied the OAU and sent troops to Uganda in outrage 
of Idi Amin’s policies in Uganda. He has been at the forefront of 
helping countries in this region and has used diplomatic skills to 
end the war in Burundi and in the Congo. President Nyerere was 
among only a handful of African presidents to voluntarily leave of- 
fice. I had the privilege of meeting President Nyerere for the first 
time in 1972 and have been a long admirer of his ever since. 

Like former president Nyerere, President Nelson Mandela is also 
universally regarded not as a hero but almost a saint. His refusal 
to enact vengeance on those who mistreated him goes beyond the 
tight-lipped resentment of a statesman. He, as you know, invited 
his jailor to his inauguration. 

Black South Africans had no democratic rights, no possibility of 
bringing about any peaceful change. They didn’t even have basic 
human rights, as was made very obvious by the appalling massacre 
at Sharpeville in March 1960. The police fired indiscriminantly into 
an African crowd, killing 67 and wounding another 186, most of 
them shot in the back. 

Far from being repentant about this atrocity, the South African 
government became more repressive and declared the ANC to be 
illegal. After 5 years that culminated with the 1994 elections, the 
ANC, under the leadership of President Nelson Mandela, and now 
under the presidency of Mr. Mbeki, is moving South Africa from an 
oppressive apartheid regime to give birth to a new democratic 
movement. 

South Africa has a diversified and productive economy and func- 
tioning democracy. Nevertheless, the legacy of racial inequality is 
still a problem. Let me share with you for a moment this report 
by the South African government. 

Since 1994, more than 22,700 former liberation fighters and 
black homeland soldiers have been integrated into the South Afri- 
can national defense force. Pockets of tension and resentment 
clearly remains. In a confidential report that became public last 
year, military officials documented troubling disparities in the dis- 
ciplining of black and white soldiers and the pay of men of the 
same rank, which is still unequal. 

Moreover, unemployment is between 40 and 68 percent, with 
most black South Africans below the poverty line. 
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In conclusion, let me say that I am glad to see that several cen- 
tral banks have backed away from the plan to sell gold. When Con- 
gressman Campbell and I traveled to Zimbabwe for the funeral of 
vice president Joshua Nkomo, and to South Africa, they reiterated 
the problem with the gold sales and the IMF. 

It has been reported that as many as 15 people are dependent 
on one South African gold miner. A possible layoff of 20 - to 25,000 
miners, would impact hundreds of thousands of people. 

So, Mr. Chairman, once again, let me thank you for calling this 
very important hearing. 

Mr. Royce. Thank you. I thank you, Mr. Payne. 

Any other members wish to make an opening statement? 

Mr. Campbell. I do. 

Mr. Royce. Mr. Campbell? 

Mr. Campbell. We are joined by the Chairman of the Full Com- 
mittee. I will certainly yield if he has to speak first, but don’t forget 
me. 

Mr. Gilman. I do have an opening statement, Mr. Chairman. 

Mr. Royce. Mr. Chairman, if you would like to make a statement 
at this time. We will hear from Mr. Gilman of New York, Chair- 
man of the full International Relations Committee. 

Mr. Gilman. Thank you. Chairman Royce, and I appreciate your 
Subcommittee’s ongoing diligence and the wisdom of holding this 
hearing. There is a natural tendency for us to focus on the crisis 
of the day, and, regrettably, Africa seems to host a number of cri- 
ses daily. This Subcommittee has not shied away from addressing 
the complex emergency situations in Congo, in Sudan, in Sierra 
Leone, Ethiopia, and Eritrea, among others. 

But it would be a mistake to neglect crucial countries like South 
Africa simply because chaos does not currently reign there. It was 
not very long ago when South Africa was itself in political crisis. 
Hearing after hearing was held on the South African regime, and 
most analysts predicted that the end of apartheid would come only 
through bloodshed. 

I remember when it became apparent that South Africa had de- 
veloped nuclear weapons, and I shudder to consider what might 
have been. However, our relief at the positive developments in 
South Africa should not blind us to the serious challenges facing 
that nation and this region. 

Unemployment continues to be a major problem there. Nearly ev- 
eryone in South Africa works, but only half the working population 
has a regular job. The rest eke out a marginal living from 1 day 
to the next. The infection rate of HIV/AIDS is shocking, and it ap- 
pears to be growing. The murder rate in South Africa remains 10 
times as high as our own unacceptably high rate. 

As if all of these challenges were not enough, it is now obvious 
that a rainbow coalition of transnational criminal organizations has 
set up shop in South Africa, threatening the very institutions of its 
hard-won democracy. I would like to focus for a moment on that 
topic. 

I am very grateful to the Subcommittee for inviting Special 
Agent Jud Ray of the FBI’s International Training and Assistance 
Unit to testify today. Agent Ray provided me with an excellent 
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briefing on the transnational crime situation in South Africa 2 
years ago. 

At that time, we discussed the value of establishing in Africa an 
international law enforcement academy, ILEA, modeled after the 
highly successful program in Budapest, Hungary. Sophisticated 
international criminal organizations cannot be fought without co- 
operation among national law enforcement agencies. But as with 
NATO armies, those crime fighting agencies must share a common 
understanding and approaches in order to cooperate effectively. 
That cannot happen overnight, and it cannot happen without some 
capacity building. 

This Committee has urged the Department of State on numerous 
occasions to move forward with an ILEA Program before the Rus- 
sian, Nigerian, Columbian, Italian, and Chinese mafias, all of 
whom are present in South Africa at this moment, become deeply 
entrenched. 

I know that Assistant Secretary Rice recognizes the value of that 
program. We thank her for being here today. I know that she and 
the African Affairs Bureau at the State Department have been call- 
ing for this program, and I am now hopeful that it will soon become 
a reality. But why it has taken so long I, frankly, cannot under- 
stand. I hope that Secretary Rice and Agent Ray may be able to 
shed some light on this matter and be able to help us move along 
this project. 

As one additional indication of the congressional support for this 
endeavor, I have offered language in a State Department reauthor- 
ization bill that directs the Secretary of State, in consultation with 
our Attorney General and our Treasury Department, to provide our 
Committee with a detailed operational plan for an African ILEA 
within 6 months. 

Mr. Royce, Chairman Royce, members of the Subcommittee, dis- 
tinguished witnesses, I thank you for your efforts here today. If I 
must depart before the completion of the hearing — I do have an- 
other hearing — I would ask that you allow me to submit additional 
questions for the record. 

Thank you, Mr. Chairman. 

Mr. Royce. Thank you. Chairman Gilman. 

We will now go to Mr. Hastings of Elorida for a brief opening 
statement. 

Mr. Hastings. Mr. Chairman, thank you very much for holding 
this hearing. I would like to thank the witnesses who are appear- 
ing before us and with particular emphasis on Assistant Secretary 
for the Bureau of African Affairs, Secretary Rice, our good friend, 
who has done an extraordinary amount of work. 

Sometimes hearings of this nature don’t permit us to gain insight 
to the extraordinary information that she and the staff and others 
that work with her have gathered. Hopefully members will take ad- 
vantage of opportunities to speak with Secretary Rice personally, 
who is an extremely accessible person, regarding matters ongoing. 

Mr. Chairman, I have a specific interest today, and the Chair- 
man of the Eull Committee has alluded to it, as has my colleague, 
the ranking member of this Subcommittee, and that is the major 
problem of HIV/AIDS. I know that there are numerous issues of ne- 
cessity we must address our concerns for. 
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I can’t imagine any issue in South Africa, the whole continent of 
Africa, indeed, in the world, as pertinent as the issue of HIV/AIDS. 
I will he particularly interested in Secretary Rice’s views in that re- 
gard once the questioning period begins. 

I feel, Mr. Chairman, as true leaders of democracy, the United 
States must continue to encourage the new South Africa to remain 
committed to its current direction and continue in the areas of eco- 
nomic liberalization. We must continue to work with South Africa 
and build a nation which truly belongs to all. 

I do urge that we be mindful, that in the period of time that I 
have been here we have continuously hammered the budget as it 
pertains to the continent of Africa. The DFA has usually $700 mil- 
lion — $513 million this year — but that doesn’t include all of the 
moneys. But if we keep cutting, we are not going to look very good 
in the eyes of those who have the greatest need. 

Thank you, Mr. Chairman. 

Mr. Royce. Thank you, Mr. Hastings. 

Mr. Campbell of California. 

Mr. Campbell. Mr. Chairman, I thank you for holding this meet- 
ing. I thank you for authorizing the travel that has allowed me and 
Congressman Payne in particular to visit Julius Nyerere, and I just 
wanted to have a few comments about him to start. 

My thanks also go to the Chairman of the Full Committee, Mr. 
Gilman, who has authorized such travel and who has shown such 
a great interest in Africa, for which I am personally grateful. 

Mr. Payne was unavoidably detained, and I do want to just put 
into the record that I did sing his praises at the earlier part of our 
hearing today in the markup. He is the original co-sponsor of both 
resolutions that passed, one dealing with Eritrea and Ethiopia, the 
other dealing with Somaliland, or the area of Somalia north, which 
formerly was called Somaliland. I give him tremendous credit for 
helping in that — in those two resolutions and teaching me so much 
about Africa. 

My thoughts about Julius Nyerere are very short but from my 
heart. He welcomed us to our home. He had one title and that was 
“Mwalimu” — teacher. That was the title that mattered most to him, 
not president, not maximum leader, or any other military title. It 
was “Mwalimu,” teacher. 

He taught us — I think he taught Africa — commitment to human 
rights and a commitment to panafricanism, not that I or any of us 
agree with every aspect of his policy. The point is he cared to teach; 
he did not care to hold on to power. He succeeded in what he set 
out to do. So God rest his soul, and I yield back. 

Mr. Royce. Thank you. 

Mr. Meeks of New York. 

Mr. Meeks. Thank you, Mr. Chairman. Let me thank you for 
holding this hearing, and I want to join my colleague and friend, 
Mr. Hastings, in thanking the witnesses that are here to testify 
today, but, in particular. Secretary Rice, because I have found that 
she has always brought forth some very pertinent and formative in- 
formation each time that we conduct these hearings. I want to say 
thank you to her. 

Since the election of Nelson Mandela in 1994, we have seen 
South Africa blossom into an economic and political force. Yet, as 



6 


is the case with every new and emerging country, there comes 
growing pains, and South Africa proves to he no different under the 
new democratic republican regime that is now there in South Afri- 
ca. 

While she benefits from a billion dollar economy, yet she strug- 
gles with high unemployment and an unskilled labor force. After 
prevailing over apartheid for 40 years. South Africa is succumbing 
to one of the fastest-growing number of AIDS cases in the world, 
which threatens to wipe out some six million people over the next 
10 years. 

South Africa serves as a mediator across the continent of Africa. 
She is combatting a surge of high crime and corruption in her own 
backyard, and some of those similarities at times I draw to our own 
country. 

Mr. Chairman, although we say that that looks grim, with the 
reference to the high crime and the unskilled labor force and unem- 
ployment, I believe that South Africa has a bright, bright future. 
Under the leadership and direction of President Mbeki, South Afri- 
ca will and has taken giant steps in securing her economic future 
by signing a trade development and cooperation accord with the 
European Union. 

I feel that the bill that we recently passed here in Washington 
with the African Growth in Opportunity Acts will also provide 
some additional strength for South Africa. 

Second, additionally. South Africa has taken the aggressive and 
often controversial position of dealing with pharmaceutical compa- 
nies in obtaining inexpensive, preventive drug treatment and medi- 
cines to combat the spread of AIDS. I think that we have an obliga- 
tion to help them in that mission, so that they can get the kind of 
drugs that are necessary to prevent the spread of AIDS. 

Not only does South Africa serve as a role model for other Afri- 
can nations, she continues to lead the Southern African Develop- 
ment Community (SADC) toward economic prosperity. We have an 
opportunity here in America to do the right thing toward South Af- 
rica. South Africa serves as a beacon of hope, a stabilizing force, 
to a war-torn and conflict-ridden continent. 

As we enter the 21st century, the U.S. policy needs to reflect a 
more progressive and proactive role in strengthening and fostering 
economic opportunities and political partnerships so that South Af- 
rica continues on course toward global prosperity. 

Again, Mr. Chairman, I thank you for conducting this hearing. 
I think that we will be able to go a long way. 

Mr. Royce. Thank you, Mr. Meeks. 

Ms. Lee of California? 

Ms. Lee. Thank you, Mr. Chairman, and I would like to also 
thank you and our ranking member for calling this hearing. 

I, too, am saddened today by the death of Julius Nyerere. As a 
very young student, I was deeply influenced by his leadership and 
his intellect, and I hope that all of us will remember him as we 
move forward in our overall development of our U.S. policy toward 
Africa, which I think is moving along in a very productive and posi- 
tive fashion, thanks to Honorable Susan Rice and all of those who 
are helping us do this. 
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Like so many in this country, I have a long history of involve- 
ment with South Africa, primarily as an anti-apartheid activist 
during the height of the anti-apartheid movement. I was actually 
working for Congressman Ron Dellums, and, as we know, Ron 
played a pivotal role in bringing sanctions against the apartheid re- 
gime of South Africa, putting the United States, I would say, on 
the right side of history. 

In 1994, as an international poll observer in South Africa, I had 
the humbling and incredible experience to witness the first free, 
peaceful, democratic elections in the country. It was really an op- 
portunity for which I will always be grateful. 

Now, of course, in the 106th Congress, we have all been engaged 
in debate on creating a comprehensive national trade policy with 
Africa. I believe that that time is long overdue, and I am pleased 
that as a part of our hearing today we will address U.S. -South Afri- 
ca economic partnerships. 

I also want to mention — and I mention this with pride — when I 
was in the California legislature, after many years of hard work 
and long hours, my home state of California opened the California 
Trade and Investment Office in South Africa, which is really the 
first state to do so subsequent to the end of apartheid. 

The investment of California businesses in South Africa con- 
tinues to expand. We continue to take trade delegations, friendship 
delegations, to South Africa, which are incredible successes. 

Finally, let me just say in terms of our priorities, and in terms 
of economic partnerships, we must address, as my colleagues have 
said, in a substantial and comprehensive manner the pandemic of 
HIV and AIDS. We know that in South Africa there are 1,500 new 
recorded cases of HIV and AIDS each and every day. I had the 
privilege to travel to South Africa with the White House this year 
to look at the impact of HIV and AIDS on orphans. It is staggering 
what we found out. 

So we have been working very closely with the Embassy of South 
Africa to understand the scope of this crisis in South Africa and to 
support creative courses of action to really help combat this dis- 
ease. 

I want to thank the Embassy of South Africa for supporting leg- 
islation, which is really the first country to support legislation that 
I have introduced, H.R. 2765, the Aids Marshall Plan for Africa. 
For this, again, I am thankful and grateful, and I think all of us 
here remain committed to fight the HIV and AIDS epidemic in 
South Africa. 

Thank you, Mr. Chairman. Thank you, Mr. Payne, for this hear- 
ing. I think the future success of South Africa depends on so many 
interconnected factors, among them the health and security of the 
people of South Africa. 

Thank you. 

Mr. Royce. Thank you. Congresswoman Lee. 

We will go to our first panel. We have Assistant Secretary of 
State for African Affairs, Susan Rice, who previously served at the 
White House as Special Assistant to the President and Senior Di- 
rector for African Affairs. 

Dr. Rice earned a master’s and a Ph.D. in international affairs 
from Oxford University. She recently was invited to return to de- 
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liver the 1999 Braham Fisher Memorial lecture on America’s Africa 
policy there. 

Welcome, Dr. Rice. If you would keep your remarks to five to 10 
minutes, we will put the full remarks in the record, but that way 
we will have more time for questions. Dr. Rice, thank you so much 
for joining us today. 

STATEMENT OF HONORABLE SUSAN E. RICE, ASSISTANT SEC- 
RETARY, BUREAU OF AFRICAN AFFAIRS, U.S. DEPARTMENT 

OF STATE 

Ms. Rice. Thank you very much, Mr. Chairman, members of the 
Committee. It is always a privilege and an honor to appear before 
this Subcommittee. 

I would like to begin, if I might, by joining you in expressing our 
deep condolences and sadness at the loss of a tremendous inter- 
national statesman today, former president Julius Nyerere. We will 
all miss his leadership tremendously. It was leadership that he 
never tired of giving to the international community up until his 
very last months. I want to pay particular tribute to his most re- 
cent contribution to regional peace and security, his efforts to bring 
about a lasting peace in Burundi. 

The White House will be sending a high-level Presidential dele- 
gation to his funeral, the composition of which is still to be deter- 
mined, but we intend to be well-represented on behalf of the 
United States, to share their sorrow. 

I will try to keep my remarks as brief as I can. If I might just 
thank you for the opportunity to testify on South Africa. It is a na- 
tion whose remarkable transformation continues to command the 
world’s attention and admiration. Five years ago. South Africa 
stood at the threshold of a new era when its people went to the 
polls to elect their first democratic parliament. It in turn, of course, 
chose Nelson Mandela to lead a government of national unity. 

Now South Africa has entered a new and equally critical phase, 
and its resilient people again have put their best foot forward. The 
country’s second democratic election on June 2nd marked a smooth 
and routine transfer of power, a critical indication of sustained 
progress in South Africa. 

Our stake in South Africa’s success is significant. For the United 
States, South Africa’s leadership as a pluralistic, market-oriented 
democracy is critical to the achievement of our goals in Africa, es- 
pecially integrating Africa into the global economy and combating 
transnational threats to our mutual security. 

A half-decade after the end of apartheid there is general recogni- 
tion, both inside and outside of South Africa, that the government 
of President Nelson Mandela and Deputy President Thabo Mbeki 
performed extremely well. The ANC-led government has fostered 
the difficult and lengthy process of national reconciliation, laid the 
groundwork for long-term democratic tradition, established a sound 
economic policy framework, and began to deliver essential social 
services to the previously disadvantaged majority. 

President Thabo Mbeki’s government now faces the difficult task 
of fulfilling his promise to accelerate the pace of the transition. 
Since taking office on June 16th, President Mbeki has taken deci- 
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sive steps to address the pressing issues of crime, economic growth, 
and joh creation. 

In public forums, he has taken a tough line against military gov- 
ernments, corruption, and misrule, statements which we, of course, 
applaud. At the same time, he stood by the government’s macro- 
economic policies embodied in the Growth, Employment, and Redis- 
tribution Program, or GEAR, that emphasized fiscal discipline, re- 
moval of capital controls, lower tariffs, and privatization of the 
parastatal sector. 

U.S. policy seeks both to help South Africa consolidate its al- 
ready remarkable progress and to strengthen our partnership in 
key areas of mutual interest. The most important of these key 
areas are the following: bolstering democratic institutions and proc- 
esses, strengthening the institutional capacity of the South African 
government to develop socioeconomic policies, create jobs, and pro- 
vide improved social services, working together diplomatically to 
prevent and resolve conflicts, cooperating to prevent the prolifera- 
tion of weapons of mass destruction, working to open the South Af- 
rican and SADC markets to U.S. products and services, and to in- 
crease bilateral trade and to improve the climate for U.S. invest- 
ment, helping South Africa develop an effective criminal justice 
system, supporting South Africa’s pursuit of sustainable develop- 
ment, and, finally, supporting improvements to South Africa’s 
health care system to ensure core needs of the majority are met, 
and to combat the spread of infectious diseases, particularly HIV/ 
AIDS. 

To help achieve those goals, the full panoply of the U.S. Govern- 
ment has been actively involved in providing support and training. 
The largest component of U.S. assistance to South Africa is, of 
course, USAID’s efforts. Our current strategy being implemented 
under a 10-year, $435 million program, seeks to ensure a sustain- 
able transition. 

The United States and South Africa, of course, have much in 
common — diverse and open societies, deep respect for democratic 
ideals and human rights, and a shared vision of a peaceful and 
prospering international community. Regular high-level contacts 
have been critical to the process of developing a strong U.S.-South 
Africa partnership. 

President Mandela’s visit to Washington in October 1994 led to 
the establishment of the U.S. -South Africa Binational Commission 
(BNC). This Commission has met six times since 1994 and now 
comprises nine Committees. 

The BNC has been central to the process of renewing and 
strengthening our cooperation in many areas. Under its auspices, 
we have worked to open our markets, signed a trade and invest- 
ment framework agreement, and established a Trade and Invest- 
ment Council. We have negotiated a bilateral tax treaty and new 
pacts on civil aviation, extradition, and mutual legal assistance. 

Two recently established BNC committees, one on defense and 
another on justice and anti-crime cooperation, have led in short 
order to rapidly expanding collaboration in these key areas. 

Finally, in the area of foreign policy. South Africa has quickly 
emerged as one of Africa’s leading political and diplomatic actors. 
The global scope of South African foreign policy notwithstanding. 
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much of the government’s focus is closer to home with the Southern 
African Development Community (SADC) and the Organization of 
African Unity (OAU). South Africa appears determined to make 
both SADC and the OAU more relevant and effective. We strongly 
support its efforts in this regard. 

In conclusion, Mr. Chairman, let me say that we consider our re- 
lationship with South Africa to be one of our highest priorities. But 
we all must be cognizant of the tremendous challenges still facing 
the country and its people. As President Mbeki said at his inau- 
guration, “South Africa is at the dawn of the dawn, when only the 
tips of the horns of cattle can be seen etched against the morning 
sky.” 

In many ways, the task of democratic institution building in this 
country is only just beginning. Crime, HIV/AIDS, and economic dis- 
parity all threaten South Africa, just as our own social problems 
and violence threaten U.S. progress in the century to come. We are 
committed to supporting not only South Africa’s domestic strides, 
but its strong role in the region and its positive contribution world- 
wide. 

We look forward to strengthening and deepening our engagement 
with the new South Africa and its people. We believe their strength 
will ensure the success of their transition and the emergence of 
South Africa as one of the world’s greatest powers and most re- 
spected leaders. 

Thank you very much. 

[The prepared statement of Ms. Rice appears in the appendix.] 

Mr. Royce. Thank you. Dr. Rice. I appreciate your summarizing 
your testimony as well. 

Before finishing here, on behalf of the Subcommittee, let me just 
say a few words. I would like to wish you and Secretary Albright 
a productive visit to Africa next week. In particular, I believe that 
the Secretary’s visit to Sierra Leone could be most helpful in help- 
ing that war-shattered nation along the road to peace. 

As you know, the Subcommittee has taken a strong interest in 
Sierra Leone, and we look forward to hearing about your visit. 
Again, we thank you for coming here today. 

There are a few questions that I would like to ask you, and then 
we will turn to other members of the Committee. But the first has 
to do with the signing this week of the South Africa-European 
Union trade development and cooperation agreement. This agree- 
ment will dismantle or reduce tariffs on about 95 percent of South 
African exports into Europe, and at the same time South Africa 
will scrap its duties on about 86 percent of the EU imports over 
12 years. 

I believe for South Africa that is a positive development, but con- 
cerns have been raised about this agreement disadvantaging Amer- 
ican firms in South Africa. Does the administration share these 
concerns? And, if so, does it have a proposal to address this? 

Ms. Rice. Thank you, Mr. Chairman. We support regional and 
bilateral trade agreements that are liberalizing as a matter of prin- 
ciple. But we will be watching implementation of the EU-South Af- 
rica free trade agreement very carefully to ensure that it is WTO 
consistent and that U.S. exporters and investors are not unfairly 



11 


disadvantaged. Our initial analysis of this agreement and its ef- 
fects on U.S. exporters is, at present, underway. 

As the President said during his trip to South Africa, we are very 
much open to the idea of exploring bilateral trade liberalization ef- 
forts with South Africa, including discussing a U.S. -South Africa 
free trade agreement at an appropriate juncture. 

Mr. Royce. Let me ask you also about press reports that 
Danelle, a South African government-owned defense contractor, 
presently has a delegation in town, is preparing to sell weapons to 
Libya. How would such South African weapon sales to Libya, or 
other countries considered hostile to U.S. interests, impact our re- 
lationship with South Africa? 

Ms. Rice. Mr. Chairman, we have seen the same reports that 
you have. This is an issue of concern to the United States. I do 
want to say that we have no information at present to confirm any 
sale by South Africa of such equipment to states that we consider 
pariah states. We continue to watch this situation very carefully. 
It is also obviously a subject that features regularly at the highest 
levels of our bilateral discourse with South Africa. 

I would not wish to speculate about the effect of such a sale. We 
have a number of laws on the books that govern our relationship 
with states that sell such equipment to terrorist list states. Those 
laws are well-known to the government of South Africa, and we 
continue to look forward to constructive discussions with the gov- 
ernment of South Africa aimed at fostering our shared interest in 
preventing proliferation of weapons to countries that could well 
misuse them. 

Mr. Royce. Thank you. In your testimony, you mentioned that 
President Mbeki is serving as Chair of the Non-Aligned Movement, 
or Non-Aligned States. What is the significance of the Non-Aligned 
Movement to the United States? 

Ms. Rice. I suppose I could go on at some length about that. I 
will try to be brief. The Non-Aligned Movement (NAM), historically 
has played a prominent role in international affairs. It has long 
been the voice of the developing world and countries who have felt 
that their political and economic interests have not been fully 
taken into account by some in the developed world. 

It continues to be an important venue for policymaking and dia- 
logue with the countries of the developing world. South Africa has 
taken its role as Chairman of the NAM very seriously, and we have 
been grateful for the opportunities we have had to work with South 
Africa in its role as Chairman of the NAM to pursue issues of mu- 
tual concern. 

Mr. Royce. OK. Last, let me bring up a question which I have 
discussed with you before, which is the view that South Africa and 
many other gold-producing countries have with regard to IMF’s 
gold sales to fund the highly indebted poor country initiative which 
the administration supports. As you know, the opposition comes 
from the fact that it would drive down gold prices and harm the 
economies that, in theory, it is designed to help. 

This Subcommittee held a hearing on debt relief in the spring, 
and Treasury Department officials were dismissive of the concerns 
raised by the Committee members here at that time. How is the 
issue now being viewed by the administration, if I could ask? 
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Ms. Rice. As you well know, providing debt relief to the poorest 
countries remains an important priority for the administration. 
The IMF has been examining a whole range of options that would 
allow it to participate fully in the HIPC initiative. It is partly due 
to considerations of gold-producing countries, the United States 
and South Africa both being among them, that probably will lead 
compromise on the planned sale of 10 million ounces of IMF gold 
on the open market. 

So, at present, this is being reevaluated has been shelved, and 
we look very much to the Treasury Department, of course, to pro- 
vide specifics on future policy with respect to gold sales. But I don’t 
see that as being an immediate concern with respect to funding of 
the HIPC initiative. 

Mr. Royce. Thank you. Thank you. Dr. Rice. 

I will go to Mr. Payne. 

Mr. Payne. Thank you very much. Dr. Rice. I, too, appreciate the 
fine work that you have been doing and wish you good luck on your 
trip to Africa with the Secretary. I also have a question regarding 
Libya, but not as it relates to the sale of weapons. 

Although Libya certainly has behaved as a pariah state for dec- 
ades, and its leader, Mr. Gadhafi, has not been cooperative in 
world policies it appears to me that during the last 3 or 4 years 
there seems to have been a change in Libya’s interest in moving 
back into the world society. South Africa has a relationship with 
Libya, and if Libya did show that it sincerely was interested in 
changing its ways, since in the past it engagement with many Afri- 
can countries have been not always been constructive, with Charles 
Taylor of Libya starting out in Libya etcetera, — but what do you 
think would be the prospects of Mr. Mandela having discussions 
with Mr. Gadhafi? Does the U.S. at this time feel that its policy 
on Libya might be changing? 

Ms. Rice. Sir, I appreciate that the Subcommittee has jurisdic- 
tion over Libya. I am not the American official responsible for our 
policy toward Libya, and I would be remiss if I were to answer that 
question directly. I am happy to take it back, if you would be will- 
ing to provide it in written form, and ask the Near Eastern Bureau 
to provide an answer to it. 

Mr. Payne. That is great. There is the question of pharma- 
ceuticals, intellectual property, and the question of a conflict be- 
tween South Africa and the alleged demands from the U.S. regard- 
ing that whole situation. 

Could you try to clarify what the situation is now between the 
U.S. pharmaceuticals and South Africa, and the whole question of 
how AIDS victims can be assisted with the fact that the products 
that can combat AIDS are very expensive. There are certainly two 
sides to this issue, but what officially is the situation now between 
South Africa and the pharmaceuticals? 

Ms. Rice. Sir, as you perhaps have seen, last month the U.S. 
Government and the South African government reached a satisfac- 
tory resolution to the dispute over the South African Medicines Act 
and pharmaceutical patents protection. This was a welcome devel- 
opment. Many in the administration worked hard with counter- 
parts on the South African side to achieve. 
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The understanding that we have come to commits South Africa 
to honor fully its WTO commitments under the treaty respecting 
international property, while also affords South Africa the nec- 
essary flexibility to respond to its national HIV/AIDS health crisis. 
So this an amicable, and we believe very balanced, resolution to the 
issue and sets aside this contentious issue. We hope it will never 
again play a prominent role on our bilateral trade agenda. 

There is a continuing dialogue between the U.S. and South Afri- 
ca to ensure that the Medicines Act is implemented in a manner 
that is consistent with South Africa’s WTO obligations and in a 
manner that ensures the safety and the efficacy of patented drugs. 
So I think we have good news in that regard. A lot of hard work 
has gone into it, and I believe the governments of both the United 
States and South Africa are satisfied with the result. 

Mr. Payne. Thank you. I know President Mbeki was fairly in- 
volved in the agreement in the Congo. To your knowledge, is South 
Africa continuing to take the leadership in the cease-fire there, 
and, to your knowledge, is the cease-fire still holding? I know this 
is a little outside South Africa, but indirectly it does involve South 
Africa. 

Ms. Rice. The South African government has played a highly 
constructive role at all stages in the effort to broker a peaceful res- 
olution to the conflict in Congo. It did so under President Candela’s 
leadership, and it has been very energetic in recent months under 
his leadership. 

President Mbeki and his new foreign minister, Mrs. Zuma, have 
engaged almost full-time, it might seem to an outside observer, in 
shuttle diplomacy and other efforts to bring particularly the rebel 
factions to an agreement on the issues that divided them, and to 
enable the rebel leadership to finally sign the Lusaka agreement. 
Their efforts continue. 

South Africa has made an important pledge to financially sup- 
port the Joint Military Committee, which is an important element 
of the Lusaka agreement. It has expressed its willingness to par- 
ticipate in a U.N. peacekeeping effort there. We very much admire 
and are grateful for the contributions that South Africa has made 
and has promised to continue to make. 

Regarding the situation in the Congo, there, of course, have been 
some cease-fire violations and some incidents, particularly over the 
last 10 days or so, but by and large, to a large extent, since the 
agreement was signed back in July, there have not been major vio- 
lations of the agreement; certainly, none that have been sufficient 
for either side or any party to declare its unwillingness to adhere 
to the terms of the agreement. 

Just earlier this week in Kampala was a very important meeting 
of the Joint Military Committee, where the parties to the conflict 
came together and made some important decisions that should lead 
to swifter implementation of key elements of the Lusaka agree- 
ment. 

Mr. Payne. Thank you very much. I am really glad to hear that. 

The third bell has rung, so I have to leave. Someone should be 
here in a moment, though, and I don’t think we would have to have 
a recess. I ought to just increase aid to Africa by about 

Ms. Rice. Go for it. 
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Mr. Payne [continuing], A couple hundred million dollars. When 
the Chairman comes back 

[Recess.] 

Mr. Royce. Secretary Rice, again, we want to thank you very 
much for your testimony here today, we wish you well, you and 
Secretary of State Albright well, on your trip to Sierra Leone. That 
will conclude our first panel. 

Mr. Payne. Mr. Chairman, would you yield just for 

Mr. Royce. I certainly will yield to the gentleman from New Jer- 
sey. 

Mr. Payne. I just had a quick question regarding the over- 
whelming issue about crime. Has the South African government 
asked the U.S. Government for any assistance in fighting crime? 
Or do they have the capacity to do it, investigating and that kind 
of work? I know President Mbeki in his inaugural address spent a 
great deal of time on the issue of crime. Will that issue come up? 
Or have they made any request to us for assistance? 

Ms. Rice. The issue of cooperation and countering crime, both do- 
mestic and internationally, is an increasingly important item on 
our bilateral agenda, so much so that the Vice President and then- 
Deputy President Mbeki agreed to create a justice and anti-crime 
cooperation Committee of the Binational Commission. 

That Committee was inaugurated last February when the Attor- 
ney General herself went down to South Africa as part of the Bina- 
tional Commission. She went back again to South Africa in June 
to lead the U.S. delegation to President Mbeki’s inaugural, and she 
met just last month with her South African ministerial counterpart 
here in Washington to conclude two important agreements on co- 
operation and law enforcement matters. 

There have been specific requests to the United States to help 
South Africa build capacity and train its police and enhance its law 
enforcement capability. A variety of U.S. Government agencies are 
on the ground actively pursuing that cooperation and providing as- 
sistance and training. 

We have much to gain together by cooperating in this regard, 
and we look very much forward to it, and we share Chairman Gil- 
man’s interest in the rapid establishment of the international law 
enforcement academy in Southern Africa, which will enhance our 
ability to cooperate on crime matters not only with the government 
of South Africa but with countries in the entire subregion. 

Mr. Royce. Thank you. We are going to go to Mr. Campbell of 
California for his questions. 

Mr. Campbell. Obviously, I apologize if they have been asked al- 
ready, but the votes happen that way. I wanted to ask about ACRI 
and where we are on South Africa’s participation in the Africa Cri- 
sis Response Initiative. Maybe you could give me an update. I was 
particularly interested in knowing if they might be willing to play 
a role, if Nigeria is playing a little bit less, maybe in the West Afri- 
ca region. But if not, where are they on ACRI? 

Ms. Rice. South Africa has made it plain that it intends to play 
an increasingly important role in international peacekeeping activ- 
ity. This is a relatively new policy approach coming out of the 
white paper that they published in December 1998, and it has al- 
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ready been manifested in Lesotho, and we look forward to a South 
African role in the Congo. 

But in terms of the African Crisis Response Initiative, the South 
Africans have maintained the position that they prefer that initia- 
tives for training and capacity building in peacekeeping in Africa 
be conducted on a multilateral basis under the auspices of the U.N. 
or the OAU or SADC. 

While we continue to talk at various levels and cooperate with 
the South Africans on peacekeeping activities — for example, our 
support for the Blue Crane exercise last year, and our bilateral 
military cooperation in other spheres — we are not at the stage 
where we anticipate a swift decision in South Africa to participate 
in the African Crisis Response Initiative. 

That is, of course, their prerogative. We continue to discuss ACRI 
participation with a number of other governments throughout Afri- 
ca, including in Southern Africa. Malawi has joined ACRI, and oth- 
ers in Southern Africa may soon take similar decisions 

Mr. Campbell. Who else has 

Ms. Rice [continuing]. We look forward to that. 

Mr. Campbell. Pardon me for interrupting. Who else has signed 
on in Southern Africa? Is it just Malawi? 

Ms. Rice. Malawi is the only one that is actively in the program, 
although other countries in Southern Africa have expressed an in- 
terest. Our concern is given that our capacity under ACRI is not 
infinite, that we work with partners whose ability to make a mean- 
ingful contribution at the outset is already well-established. 

Mr. Campbell. I refer to notes that our Committee staff pre- 
pared in advance, and so it is not of my own knowledge, that Presi- 
dent Mandela assured President Clinton during President Clinton’s 
visit to South Africa that he “fully endorsed the African Crisis Re- 
sponse Initiative.” And so it is — I take it if that is an accurate de- 
scription that there has been a cooling. Is that — speak to this. 
What do you think it 

Ms. Rice, while the two Presidents talked about ACRI, I don’t 
think that is an accurate description or conclusion that, as a result 
of that conversation. President Mendella committed South Africa to 
ACRI participation. 

Mr. Campbell. All right. That is fine. 

Apparently, the majority staff of this Subcommittee and Presi- 
dent Mandela, I guess. 

Second, what happened, or is there an outcome regarding the 
patent issue on the parallel imports of the anti-HIV drugs? Where 
do we stand on that? 

Ms. Rice. Yes. I did respond to that a little bit earlier, and I 

Mr. Campbell. Oh, I am sorry. 

Ms. Rice [continuing]. Said quite simply that we were very 
pleased that last month the governments of South Africa and the 
United States came to an amicable resolution of this issue that we 
believe — and I believe the South African government believes — 
manages our concerns that any policies and laws in South Africa 
be WTO consistent, as well as protect South Africa’s concerns, that 
they have the flexibility necessary to provide the majority popu- 
lation with the types of drugs, including those for HIV/AIDS, that 
are needed. 
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Mr. Campbell. Let me be specific. 

Ms. Rice. At reasonable cost. 

Mr. Campbell. Let me be specific. The issue is parallel import- 
ing, where the owner of the patent wants to restrict the distribu- 
tion on a geographical country basis. We call that a vertical restric- 
tion in American anti-trust law. It is permitted if an international 
owner of a patent chooses to distribute in that manner. 

What South Africa was attempting to do was to say, “Well, 
look” — and Zimbabwe as well — “you are sending the patented items 
into other countries at a lower price. We would like to be able to 
purchase them in that other price — at that lower price in that 
other country.” That was where I left the issue, that that was their 
request. 

At least as I understand it, it is the patent owner’s right to say, 
“No, we choose to distribute in this manner.” Nevertheless, I voted 
with Mr. Meeks on his resolution to say we shouldn’t — that we 
should put that secondary to concern about AIDS and the spread 
of HIV, and that even if that meant that this rule of distribution 
would be impinged upon that there was a greater good. 

But I could not deny as a matter of patent and distribution law 
as I know it that that was the situation. Do you know enough more 
about that to inform me? 

Ms. Rice. You are well over my head on the legal issues, but 

Mr. Campbell. Nobody asks me for my anti-trust advice any- 
more. 

Ms. Rice. And you are a lawyer and I am not. But 

Mr. Campbell. I teach at a small college in 

Ms. Rice. Small west coast university 

Mr. Campbell. West coast university. 

Ms. Rice [continuing]. To which we both have a great affection. 

Mr. Campbell. Yes. Are your alumni dues in arrears? 

Ms. Rice. I really ought to defer to my colleagues from 
USTR 

Mr. Campbell. No problem. 

Ms. Rice [continuing]. On that one. 

Mr. Campbell. Mr. Chairman, I have just one quick question, if 
I might — the Zulu ANC and the Incatha party’s ANC strife in 
Natal. Any news on that? In the regional elections, there was some 
concern that the ANC had taken over so many of the local positions 
that Incatha might have felt dispossessed or felt out of the oppor- 
tunity to participate? Is there anything new on that? And if the an- 
swer is no, that is fine with me, and I am done. 

Ms. Rice. I think that the large picture is that tensions in 
KwaZulu-Natal are way down, as they are across the country. The 
incidence of political violence is substantially diminished. The IFP 
continues to have representation in the government, including im- 
portant cabinet ministries, and so I think the short answer is that 
that situation is a relatively stable one. 

Mr. Campbell. And UDF ANC as well? The United Democratic 
Front? Or is that a little bit more difficult? 

Ms. Rice. A little bit more complicated. There were a couple inci- 
dents, as you know, during the election campaign that were a 
source of concern. But I think again, the big picture has been one 
of remarkable political harmony and opposition and political par- 
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ties competing peacefully, and there being open political debate in 
parliament, and there not being an inordinate number of incidents 
of political violence, as we have seen in years past. 

Mr. Campbell. Thank you. 

Thank you, Mr. Chairman. 

Mr. Royce. Thank you, Mr. Campbell. If could just respond, Mr. 
Campbell. The comment about the concurrence by Mr. Mandela in 
his conversation with President Clinton on the ACRI initiative, 
that was a press conference in Capetown, and we will willingly pro- 
vide you that information, as reported in the press, but in point of 
fact 

Ms. Rice. You were there, sir. Do you remember? 

Mr. Royce. I was there. I was there. 

In point of fact, there is documentation in the press about Mr. 
Mandela responding, about his conversation and responding in sup- 
port of ACRI. But we will get you that information. 

Mr. Campbell. Mr. Chairman, I am informed and grateful for 
that. I wonder if it is not impolite to ask, has it been cooling, then, 
since then? Is that 

Mr. Royce. Is 

Mr. Campbell. Has the South African interest in ACRI been 
cooling, in your judgment? 

Mr. Royce. I understand how you are — I understand your tack 
here, but I don’t think we can infer that. But let me just get you 
the documentation. 

Mr. Campbell. Thank you. 

Mr. Royce. Just for your own information. 

Ms. Rice. I would just say, sir, my sense is that it has been pret- 
ty steady state. There have been — there has been interest as well 
as concern, and I think for the moment we don’t anticipate any 
radical change in the South African posture. They have not come 
back to us and said, for example, “We would like now to actively 
participate in the African Crisis Response Initiative.” 

They have indicated that it would be their strong preference that 
we work through SADC as a regional organization as we pursue 
this approach in the Southern African region. In the meantime, we 
have welcomed cooperation, as has the government of South Africa, 
on peacekeeping and other regards. 

As I mentioned earlier, this Blue Crane operation peacekeeping 
exercise that the South Africans hosted last year with the states 
of the SADC region, we had — we participated by providing airlift 
to countries in the region to be part of that exercise. We had ob- 
servers there, and we do cooperate on peacekeeping issues in 
meaningful ways. 

Mr. Royce. And let me just add, if I could, I suspect your ques- 
tion to Secretary Rice went to the issue of South African involve- 
ment in West Africa. As I understood it or as I heard it. I think 
what you are probably going to find is a great deal of interest on 
the part of South Africa with respect to Congo or peacekeeping re- 
gionally in Southern Africa. 

But in terms of West Africa, I am not sure ACRI participation 
was ever broached, and so maybe that is the 

Mr. Campbell. I appreciate it, and I will tell you what I had in 
mind was simply that if Nigeria’s patience and willingness to con- 
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tribute is wearing out, then there is a possibility we would look — 
that Africa would look elsewhere. But I agree with you, that has 
never been the primary focus of South Africa’s involvement in the 
multilateral force. 

Mr. Royce. Right. 

Let us go to Ms. Lee of California. 

Ms. Lee. Thank you, Mr. Chairman. 

Mr. Royce. Thank you. 

Ms. Lee. Let me ask Madam Secretary, hopefully, a nonlawyer 
question with regard to the pharmaceutical issue. I am delighted 
that an agreement has been reached, and that now affordable 
medicines will be made more available in South Africa. One of the 
areas of concern that I am not sure has been resolved or not has 
to do with the pharmaceutical manufacturers’ appeal, and has this 
appeal been withdrawn? Or, if not, do you know what is going on 
and why that appeal is still there, if, in fact, there has been a re- 
solve? 

Ms. Rice. The short answer is I am not exactly sure of the status 
of the appeal at the moment. I am being told that the court case 
has been temporarily suspended, but I think I can get back to you 

with the precise details where 

[The prepared Letter appears in the appendix.] 

Ms. Lee. Could you please? Because if it has been temporarily 
suspended, that is fine. But I think it would help if it is withdrawn. 
If it is suspended, I would like to at least know on what basis it 
was suspended. 

Mr. Campbell. Would the gentlelady yield just for a second? 
Maybe we can ask which court. You are talking about a proceeding 
within TWO or 

Ms. Lee. There you go back to a lawyer requesting that. 

Ms. Rice. No, South Africa. In South Africa. There was a 

Mr. Campbell. So the court 

Ms. Rice. Yes, the companies 

Mr. Campbell. Sued in South Africa. 

Ms. Rice [continuing]. Sued in 

Mr. Campbell. Thank you. Thanks for yielding. 

Ms. Rice [continuing]. Sued in South African court. 

Mr. Campbell. Since you said it is pending in court, I need in- 
stantaneously to know which court. 

Ms. Lee. That is our lawyer. OK. 

Mr. Payne. If the lawyer would yield 

Ms. Lee [continuing]. To the social worker. Thank you very 
much. 

Mr. Campbell. My clock is running. 

Mr. Royce. Yes. Mr. Payne? 

Mr. Payne. I think that 

Ms. Rice. It is not the pharmaceuticals that 

Mr. Payne. No. I think that the actual South African courts had 
a case in their courts to determine whether the law that was 

passed in South Africa would stand up 

Ms. Rice. That is right. 

Mr. Payne [continuing]. In their Supreme Court. 

Ms. Rice. That is right. 
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Mr. Payne. So the law was never really the law that everybody 
reacted to because it is still under the consideration of the courts 
of South Africa whether this legislation that was passed was con- 
stitutional. 

Ms. Rice. That is right. That is our understanding. 

Ms. Lee. OK. So you are going to get back to us with regard to 
the whole issue 

Ms. Rice. The actual status is 

Ms. Lee [continuing]. The status. 

Ms. Rice. But as I said, it has been suspended. We will let you 
know why and any of the further details we can provide. 

Ms. Lee. OK. Thank you very much. 

Mr. Royce. We thank Mr. Payne for clarifying that point. That 
is accurate, indeed. 

Mr. Payne. I am a lawyer, too. 

Mr. Royce. Ms. Lee? 

Ms. Lee. OK. Let me just ask you, with regard to the AIDS 
threat in South Africa as really a national emergency, how do you 
see it impacting the economic development of South Africa? Be- 
cause during our discussions and putting together our AIDS mar- 
shall plan, we found that several companies now are hiring two in- 
dividuals for one job, given the fact that the crisis is so devastating 
that one of those individuals may or may not live. I am wondering 
if we have had a chance to really make that assessment. 

Ms. Rice. Yes, and so has the government of South Africa. I 
think by any measure, there is great cause for concern about the 
potential impact of the HIV/AIDS pandemic in South Africa. South 
African statistics, as we understand them, indicate that an esti- 
mated 81/2 percent of the population at present is HIV positive. In 
the 20 - to 24-year old age group, it is as high as 25 percent, and 
there are estimates that within a little more than 10 years perhaps 
as high as 25 percent of the entire population could be HIV posi- 
tive. 

The economic implications of this are enormous in South Africa, 
as well as in other parts of the world and other parts of Africa. The 
government has taken a series of important steps to draw attention 
to the problems that HIV/AIDS poses, to increase education, to 
make available, as you well know, as we were just discussing, more 
affordable medicines and treatments. 

President Mbeki himself has I think done a remarkable job of 
shining the spotlight on this problem. I recall when we were in 
South Africa in February, then Deputy President Mbeki and Vice 
President Gore at their press conference wore badges to draw at- 
tention to the HIV/AIDS problem. 

So public education, which is the most important part of the 
challenge in many respects in the developing world, is something 
that the government has taken on with vigor. Much more will have 
to be done if this is to be turned around. 

Ms. Lee. Mr. Chairman, may I just ask one more question? 

Mr. Royce. Absolutely. 

Ms. Lee. Very quickly, with regard to U.S. companies and invest- 
ment on behalf of United States corporations. How are we assisting 
U.S. companies in terms of their focus and their ability to support 
and to help in this pandemic that is transpiring now. 
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Ms. Rice. As you know, back in the summer Vice President Gore 
unveiled a new anti-HIV/AIDS initiative called the Life Initiative, 
which had two principal components. One is a request that is now 
pending before Congress for $100 million in fiscal year 2000 to sub- 
stantially increase our efforts to do prevention education and re- 
search on HIV/AIDS worldwide. 

The other part of it is a dialogue that is now well underway with 
representatives of the U.S. private sector and a hroad cross-section 
of the senior-most officials in the administration to try to coordi- 
nate strategies overseas for dealing with HIV/AIDS in ways that 
our companies can make investments that will benefit the people 
at risk as well as their own long-term economic prospects. 

Ms. Lee. Good. Thank you very much. 

Mr. Royce. Thank you. 

Thank you. Secretary Rice. We will now go to our next panel. 

Ms. Rice. Sure. Thank you very much. 

Mr. Royce. J. Daniel O’Flaherty has been the Executive Director 
of the U.S. -South Africa Business Council since 1993. The Business 
Council represents U.S. companies doing business in South Africa. 
It serves as the private sector secretariat of the U.S. -South Africa 
Binational Commission. 

Mr. O’Flaherty has extensive background in trade policy issues 
and worked as a professional staff member in both the House and 
in the Senate. He has heen working on South Africa issues since 
the late 1970’s when he was a Senior Associate of the Carnegie En- 
dowment. 

Judson Ray is Unit Chief of the FBI’s International Training and 
Assistance Unit. He has more than three decades of experience in 
law enforcement. He has served with the FBI since 1980. Special 
Agent Ray’s extensive experience includes consultative services to 
the Department of State as the FBI’s chief representative for inter- 
national training and work in counterintelligence and in white col- 
lar crime. 

He was the first law enforcement officer in the Nation to he ad- 
mitted to the state. Federal, and military courts as an expert in the 
profiling of serial killers. Special Agent Ray earned a bachelor’s de- 
gree at Columbus College and master’s degrees from Troy State 
University and Georgia State University. 

We thank you both for making the trip up here to testify today. 

Mr. O’Flaherty, if you would like to begin at this time. 

STATEMENT OF J. DANIEL O’FLAHERTY, EXECUTIVE 
DIRECTOR, U.S.-SOUTH AFRICA BUSINESS COUNCIL 

Mr. O’Flaherty. Thank you very much, Mr. Chairman, members 
of the Committee. I appreciate the opportunity to appear today. 

Mr. Royce. And we appreciate your summary testimony because 
your full testimony will be in the record, so we are going to hold 
you to 5 minutes. Thank you, sir. 

Mr. O’Flaherty. Thank you. 

I would like to congratulate the Subcommittee on holding this 
hearing on our relationship with South Africa, which is not only Af- 
rica’s largest market but is also a country whose peaceful transi- 
tion to free market democracy is widely admired in this country. 
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Passage by the House of the Africa Growth and Opportunity Act 
earlier this year, and the prospect of an early vote in the Senate, 
indicates that the Congress is serious about strengthening our com- 
mercial ties to all of Africa. 

Perhaps I can best contribute to the Subcommittee’s under- 
standing and review of relations with South Africa by describing 
the U.S. private sector’s current role in South Africa, how that 
country is perceived as an investment destination by U.S. firms, 
and what the U.S. and South African governments can do to in- 
crease the positive contribution that U.S. business can make to 
South Africa’s development. 

The perception of the private sector — by the private sector of 
South Africa at this point here can best be summarized in three 
statements. No. 1, South Africa has chosen and maintained sound 
fundamental economic policies, but has so far failed in its efforts 
to attract the magnitude of foreign investment its economy re- 
quires. 

Second, U.S. companies are making a significant contribution to 
the social, as well as the economic, development of South Africa. 

Third, South Africa is a challenging business environment for 
American companies, especially in sectors that may be affected by 
South Africa’s free trade agreement with the European Union, and 
those dependent on government procurement contracts for profit- 
ability. 

Now, economic growth in the past year in South Africa has been 
just above zero, although the likelihood is that for this year it will 
be between IV 2 and 2 percent. The South African government’s eco- 
nomic management has been very prudent. It has conformed to 
international standards that are desired by world — by the inter- 
national financial institutions and by international businesses. 

But the fact is that growth in South Africa is too low to absorb 
the enormous rate of unemployment, which is between 35 and 40 
percent, depending on how you count the informal sector. In addi- 
tion, 100,000 jobs a year have been lost since 1994 due to 
globalization and integration of South Africa into the world econ- 
omy. 

So given the natural increase of population, combined with immi- 
gration from neighboring countries, the country is falling behind. 

Now, my second point relates to the contribution that U.S. com- 
panies are making both in terms of investment and noneconomic 
activity. Our company’s presence has returned to pre-sanctions lev- 
els of the mid-1980’s, but this isn’t the mid-1980’s and the world 
has changed. Companies no longer need to invest in countries 
where they want to market. 

They export to them more easily, and as a result there has been 
some disappointment in the amount of direct investment — that is, 
investment in plant facilities that directly employs people — ^by 
South Africans, in particular, who wanted to see the status quo 
ante come back into place. 

We do have an investment stock in the country right now of 
about $3U2 billion. Employment of South African workers has risen 
back up to the pre-sanctions level of around 80,000. In 1998, the 
United States was the largest foreign direct investor in South Afri- 
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ca, as an individual country but not as large as that of the com- 
bined European Union nations. 

The business environment — and this is my third and final 
point — in South Africa is a challenging one, which is to say that 
it has negative aspects to it. The South African government is in 
many respects best understood as a labor government. It has not, 
consequently, adopted the investment incentives common in many 
other parts of the world trying to attract investment. It must rec- 
oncile its labor political base with the prudent economic policies ex- 
pected by the international investing community. 

U.S. companies operating in South Africa have to balance global 
competitiveness with this local labor and black empowerment con- 
siderations that have political resonance. That is the central ten- 
sion which our companies face in South Africa, and from which a 
lot of other issues derive that you will find in my written testi- 
mony. 

Mr. Chairman, thank you. 

[The prepared statement of Mr. O’Flaherty appears in the appen- 
dix.] 

Mr. Royce. Thank you, Mr. O’Flaherty. 

Now we will go to Special Agent Judson Ray. 

Mr. Ray? 

STATEMENT OF JUDSON RAY, SPECIAL AGENT, UNIT CHIEF, 

INTERNATIONAL TRAINING AND ASSISTANCE, FEDERAL BU- 
REAU OF INVESTIGATION 

Mr. Ray. Mr. Chairman, members of the Committee, fellow panel 
members, I appreciate the opportunity, too, to appear before the 
Committee today to discuss U.S. -South African relations, present 
and future. 

Secretary Rice has already summarized the Binational Commis- 
sion and the role that that Commission plays in both domestic and 
international matters involving both South Africa and the United 
States. The Committee which has relevance to my comments, is, of 
course, the Subcommittee on Justice and Anti-Crime Cooperation. 

As you know, Mr. Chairman, that Committee — that Sub- 
committee is chaired by the Attorney General, Attorney General 
Janet Reno, and she recently traveled to Capetown, South Africa, 
in February of this year to chair this first meeting. The Committee 
established basic terms of reference for future meetings and came 
to the agreement on a wide range of law enforcement issues, in- 
cluding training, technical assistance, and cooperation. 

Following that meeting. Attorney General Reno came back to this 
country and has put together experts from the Department of Jus- 
tice, the Department of Treasury, and, of course, the Department 
of State, and has developed a comprehensive strategy to consult 
and provide assistance to South Africa and other African nations 
regarding training and other justice-related issues. 

Now, the reason why this is important to the Justice Depart- 
ment, and, of course, to the FBI is somewhat clear to us, but I 
would like to explain it here. Because of the global mandate of 
many of the FBI and other Federal law enforcement investigative 
initiatives, we must make training investments in police systems 
of countries where the FBI’s investigative mission is affected. 
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In virtually all major FBI investigations for the past 20 years, a 
significant international aspect develops. Now, to balance its inter- 
est in addressing the international aspects of investigations, with 
the requirement to respect host country sovereignty, the FBI and 
other IJ.S. law enforcement agencies must rely on the capabilities 
of the host country’s law enforcement community. 

It is important to note that due to differences in judicial systems, 
or due to absence of appropriate treaties and agreements, the FBI 
is unable at times to undertake investigations in foreign countries 
and to bring them to successful conclusion. 

I need not point out that the FBI is largely dependent upon the 
local criminal justice system and the level of police training and ju- 
dicial training that its members have. The recent bombings in East 
Africa, the World Trade bombing, Russian money laundering inves- 
tigations, the old BCCI investigations, and other high-profile cases 
are but a few examples of the increased threat to the United States 
caused by international crime. 

Now, in order to ensure that such cases are brought to successful 
conclusion, the establishment and maintenance of effective liaisons 
through training and other cop-to-cop initiatives must be developed 
and enhanced. 

Now, with respect to the emerging democracies in Eastern Eu- 
rope, the United States Government’s response to that, from a law 
enforcement perspective, was the establishment of an international 
law enforcement academy. That academy, as many of the members 
of the Committee know, is effectively operated in Budapest, Hun- 
gary. 

To date, that academy has trained well over 1,000 law enforce- 
ment mid-level officials from approximately 23 different countries 
in Eastern and Central Europe. Another 4,000 people have been 
trained in short courses such as drug interdiction, counterfeiting, 
and a host of other crime-specific issues that affect some of the 
strategic interest in operations of many of the Federal law enforce- 
ment agencies in this country. 

I can point to many occasions where we have seen examples of 
cooperation between the bordering countries in major cases that 
could only have been brought to successful conclusions because of 
the relationships established there in that 8-week course in Buda- 
pest. There is a sense on the part of many people in Justice that 
we think that this simple approach could bear fruits in Southern 
Africa. 

Two years ago, I, at the request of the State Department, was 
invited to conduct an assessment of the state of training in South 
Africa. I met with a number of police, judicial, political, community 
leaders, and university people in my analyses of the state of police 
training in South Africa. 

The one thing that I came away with is this, and I think that 
we can safely say that in any democracy or emerging democracy, 
there is tremendous weight, tremendous responsibility placed on 
the shoulders of police officers from day to day. As Mr. Gilman 
pointed out, many cops have been killed in South Africa as we 
speak probably. 

It seems to me that the police in these societies are the only peo- 
ple who are duly constituted often times by the constitution to. 
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based on an intuitive grasp, take the live of a citizen. When I rec- 
ognized the state of training in South Africa, it had a chilling effect 
on me as a police practitioner over the years having policed many 
communities in this country. That is an awesome responsibility? 

But, more importantly, it struck me that most citizens, as I trav- 
el around the world, are tired of investing in bankrupt police sys- 
tems. They would just rather put their money somewhere else, so 
that it is imperative that we find a way to begin to assist this part 
of the world in bringing about the kind of changes that needs to 
be brought about. 

Simply stated. South African police service must find a way to 
shift from a confessional-based investigative approach to a forensic 
investigative approach to ferreting out crime in that country. 

I was recently on a trip led by the Department of State, and I 
was reading the paper. Commissioner George Fivaz, who I met the 
last time that I was there, stated, “A quarter of my cops can’t read. 
Functional illiteracy is ripe within the police department, making 
it difficult for about 30,000 officers to handle even the most basic 
task.” 

Commissioner Fivaz went on to state that, “Considerable 
progress has been made in the transformation of the SAPS. Across 
the force as a whole, 55 percent are now black, and the rest of the 
Department is white.” Those figures are not that representative as 
you move up the ladder in terms of mid-management and upper 
management. 

We think that under the Binational Committee and the strategy 
that the Attorney General has mandated we see a number of pro- 
grams now being implemented. Secretary Rice spoke to those 
issues. I think critical to that is one of the first initiatives was to 
assist the South African police service in developing a civilian- 
based complaint review. A lot of time and attention was spent on 
this. In fact, we assigned a person for a year, working with the Jus- 
tice Ministry, in order to make that come about. 

But looking at the crime picture in this country, there are a 
number of things going on there. You see the rise in what would 
be commonly referred to as vigilante groups. When institutions 
within the government are weak or does not have the capacity to 
respond to crime, often times the vacuum is filled by organized 
crime elements, and certainly we have seen that. 

In the interest of time, I will stop at this moment to entertain 
questions from the Subcommittee. 

[The prepared statement of Mr. Ray appears in the appendix.] 

Mr. Royce. All right. Thank you, Mr. Ray. Let me just say that, 
is the establishment of a program, of an international law enforce- 
ment academy, is it feasible? Then, how do the South Africans re- 
spond to the concept? And is it in the administration’s plans to do 
that? Let us just have you recap on those three quick questions 
quickly. 

Mr. Ray. I think in the first instance we recognize, based on at 
least my speaking with a number of people in the police service, 
that there are already systems in place to move these kinds of 
issues forward. The Southern African Police Commissioners Orga- 
nization is very, very interested, but want to be empowered in any 
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decisions as it relates to the establishment of an ILEA in Southern 
Africa. 

Because of the alliance that all of these police commissioners 
have, we think it prudent to certainly consult, negotiate, empower, 
and to ensure that these things are done before we become pre- 
scriptive in anything that the USG might do in this area. 

Mr. Royce. So at this point in time, the establishment of an 
ILEA in South Africa is not in the administration’s plan. You have 
traveled there twice on this mission in order to assess the viability 
of all of this. It is feasible. You are still in negotiation. I am just 
trying to get a determination of exactly where we are, or where the 
administration is, in terms of pushing the concept. 

Mr. Ray. Mr. Chairman, would be something that Ms. Rice 
would 

Mr. Royce. I see. 

Mr. Ray [continuing]. Could answer. 

Mr. Royce. Right. 

Mr. Ray. That is a foreign policy issue dealing with another gov- 
ernment — 

Mr. Royce. Right. 

Mr. Ray [continuing]. Our mission was to look at a number of 
countries in South Africa to determine the feasibility. That report 
is being drafted now by the head of the delegation, which was out 
of State, and should be made available to Ms. Reno and Mr. John- 
son and to Ryan Beers at State Department. 

Mr. Royce. Under the definition of “feasible,” the bottom line is 
it is feasible. 

Mr. Ray. It is feasible to establish an international law enforce- 
ment academy in Southern Africa. 

Mr. Royce. All right. OK. Let me ask you a question about the 
bombing of the U.S. Embassy there because I — since we have you 
here, and given your expertise, there was a suspect Kalfin Khamus 
Mohammed in that bombing, recently apprehended in Capetown. 
He was extradited to the United States. 

In the summer of 1998, suspected Muslim extremists bombed a 
Planet Hollywood Restaurant there in Capetown, and 60 bombs, six 
directed against police stations, were set off in the first half of 1999 
in South Africa. 

In your written testimony, you mentioned that Islamic extre- 
mism is a growing threat in South Africa. Do the Muslim extrem- 
ists in South Africa have links to Osama Bin Ladn, to your knowl- 
edge? Or to other international terrorist groups? How great a 
threat are their activities to the U.S., in your opinion? 

Mr. Ray. Mr. Chairman, I think it is largely known that Mr. Bin 
Ladn has a worldwide organization which sells in many parts of 
the world. In view of the fact that this is a very sensitive ongoing 
investigation, I don’t think it would be 

Mr. Royce. I understand. 

Mr. Ray [continuing]. Appropriate to comment openly. 

Mr. Royce. Right. I understand. I concur on that. 

OK. Let me turn to Mr. O’Elaherty and ask him, in your testi- 
mony you mentioned that South Africa has not adopted the invest- 
ment incentives common in many parts of the world. What invest- 
ment incentives might American businesses find attractive if they 
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were offered by the South African government? What particularly 
are you referring to there? 

Mr. O’Flaherty. Many countries, particularly in South Asia or 
in East Asia, chose to offer tax breaks, tax holidays, subsidies of 
one sort or another, to companies to come in and invest, produce 
in those countries. South Africa made an explicit decision in 1994 
that it would — those kinds of incentives often attract the wrong 
sorts of investors. Investors leave once the incentive runs out. 

They don’t contribute to the account. They would prefer to do it 
the old-fashioned way, by getting their policies right and attracting 
investors that would be there for the long term and make money 
and generate incomes and jobs. I happen to believe that is a very 
reasonable decision, but the fact is that American companies look- 
ing for extra reasons, other than the fundamentals to invest in 
South Africa, don’t find them. 

Mr. Royce. I think I concur with you in terms of the long-term 
interests of South Africa probably. Probably stand with good, con- 
sistent policies without creating subsidies. But on the policy front, 
what policies discourage investment there, if I could ask you? 

Mr. O’Flaherty. I think it is not accurate to say that their poli- 
cies have discouraged investment. What you have in South Africa 
is a system of government — private sector-government relations left 
over from apartheid that has generated huge inefficiencies, enor- 
mous distortions, and created relationships where the regulators 
were in bed with the regulated and where the government was not 
truly an objective force in managing the economy. 

We have — that system has broken down. It has been reformed to 
a very large extent, but our companies still face problems in getting 
procurement. There are challenges in the transparency of the gov- 
ernment procurement system which I enumerated at some length. 
But in the interest of time, I will just say that there are oddities 
about a way business is done in South Africa that sometimes make 
it difficult for American companies to enter the market. 

Mr. Royce. I see. 

Mr. O’Flaherty. That is entirely independent of the inter- 
national agreements that we have alluded to before, such as the 
EU trade agreement. 

Mr. Royce. I thank you. Before I turn to Mr. Payne, I should 
mention that Chairman Gilman has submitted some questions for 
you, and we will provide you with those questions later, if we 
could. We are just going to do that for the record. I thank you very 
much. 

Mr. Payne? 

Mr. Payne. Mr. Ray, do you think that Africa, in general, would 
benefit from the creation of an international law enforcement agen- 
cy in Africa. Or do you know whether there has ever been any dis- 
cussion about that? I guess, in addition to that, do you think that 
by creating such an institution, there would be some suspicion on 
the part of some African leader or heads of state that this might 
be a counter-intelligence operation? Going back to the old Cold 
War, I guess there are still feelings, remnants of that sort of thing. 

Mr. Ray. Yes, sir. These issues came up with the development of 
the international law enforcement academy in Budapest, with 
some — with our Russian counterparts. At that time, we sat down 
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with all of the governments and reassured them that this acad- 
emy’s goal was to develop and to professionalize criminal investiga- 
tors. 

On point, we are very candid that we still had our national secu- 
rity interest at heart, and we would never blend those two in that 
setting. The Russians were satisfied with that, and to date we have 
tried to keep those two separate in that academy. 

So in the instance of Africa, while I have not personally heard 
that as a concern, in terms of the center being an intelligence cen- 
ter, the Africans are concerned about their sovereignty, and they 
are concerned about too much of a U.S. role. But they recognize 
that this academy will aid and assist them in developing a profes- 
sional law enforcement base, and from what I can gather are en- 
thusiastically wanting to pursue this. 

Mr. Payne. I guess, under apartheid you didn’t have investiga- 
tions and Miranda rights, and all the things that a just law en- 
forcement operation would have. 

Do you think that because of the way that policing was run in 
the past where, perhaps the officers were judge and jury, and exe- 
cutioner, too, I guess, that there is a lack of detective work and 
that kind of work being done in the South African police depart- 
ment? It seems like there has just been, an explosion of petty 
crime, and even not so petty crime, and that perhaps the police de- 
partment is lacking those kinds of expertise by virtue of the past 
when they didn’t have to go through all of that. 

Mr. Ray. Yes. I think that many of the leaders in the South Afri- 
can police service recognize that because they operated so long on 
this confessional base system that the rules of criminal procedure, 
forensic applications, they are just behind in those areas. But I 
think that there is a willingness on the part of the people that I 
met to recognize that and to look out for donor countries, not only 
the U.S. but other countries that are operating. 

But to answer your question, yes, the police — the South African 
police have a deficit in that area. But they recognize it. I think that 
is more — that is very important. 

Mr. Payne. That is great. 

Let me ask Mr. O’Flaherty. There is talk of a lack of investment 
in South Africa, but what about the 90-plus percent of the assets 
of South Africa that also in the hands of the minority white South 
Africans? Have they decided to invest in their country yet? I know 
this would unleash much needed investment, but have they found 
fit yet to invest in their own country? 

Mr. O’Flaherty. In fact, they have not been able to invest any- 
where else for a very long time because of exchange controls. So 
that because of exchange controls there were distortions in the pat- 
tern of investment. When you have been to South Africa, you will 
have noticed the enormous number of shopping malls that exist. 

You will have possibly gone to Sun City or to other of the casino 
resorts. Many of these were created by virtue of the absence of nor- 
mal investment opportunities that people would have taken advan- 
tage of abroad. So that exchange controls have kept money in 
South Africa. 

The question is whether that meant that the money was used in 
the most efficient way or in a way that benefited the majority of 
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the population, and the answer to those two questions is definitely 
no. The money is there. It is a question of where it goes. 

Mr. Payne. Finally, since my time has run out, and still there 
is a question to the FBI that Mr. Gilman would like answered too 
I will actually submit that, in writing so that you can respond to 
that. 

Finally, have any of the sort of programing we had when we 
were in an economic downturn, such as the WPA in the 1930’s, and 
the CCC camps that President Roosevelt started, public works, and 
I know South Africa does not have the — necessarily the capital that 
it needs. 

But has the project of housing development or road construction 
done by the government had any impact on job creation, that is, 
in addition to creating better a living environment? Has the gov- 
ernment implemented any kind of counter cyclical program to 
break the cycle of this unemployment by investing Federal dollars? 

Mr. O’Flaherty. Congressman, they are in a bind. They are try- 
ing to get their government deficit down in order to attract foreign 
investment, in order to meet the standards of the world economic 
community. In order to do that, they can’t engage in deficit spend- 
ing. They can’t engage in traditional pump priming. New Deal pro- 
grams, which would be very attractive to a government in their po- 
sition. 

They have, instead, chosen to engage in training and education 
programs. But as far as creating direct government employment of 
the sort that you are talking about, there hasn’t been very much 
of it. I think it does go back to their need to demonstrate fiscal dis- 
cipline to the world. 

Mr. Payne. Thank you very much. 

Mr. Royce. Thank you. 

Ms. Lee? 

Ms. Lee. Thank you very much. 

Mr. O’Flaherty, let me just ask you briefly about the U.S.-South 
Africa Business Council’s involvement and discussions with regard 
to the whole HIV/AIDS pandemic. I notice in your testimony you 
say all U.S. employers are participating in workplace education, 
which I think is great, and I hope that it is all U.S. employers that 
are doing that. 

Beyond that, I am concerned about the benefit packages that 
U.S. employers have for South African workers, as well as clinics, 
health care services, access to medicines. Have you had a discus- 
sion with regard to strategies on this pandemic? 

Mr. O’Flaherty. Congresswoman, yes, we have. But I must tell 
you that these discussions need to go into much greater depth. This 
crisis has — the awareness of the crisis and the sense of real crisis 
has only evolved in the last 9 months to a year. South Africa had 
a spreading AIDS problem long before it was publicly acknowl- 
edged by anybody. 

So I think one of the important contributions that an organiza- 
tion like ours can make is to help our companies, along with the 
American Chamber of Commerce in South Africa, to cooperate, col- 
laborate, and to focus their efforts in similar ways. Obviously, 
workplace education is the place where they can most effectively 
operate, but clinics is certainly another. Of course, some companies 
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like the pharmaceuticals have special expertise and special re- 
sources. 

But it is something that affects all American companies and all 
South African companies. So we have work to do. 

Ms. Lee. Thank you. Let me — we heard Secretary Rice talk 
about the discussions now with regard some strategies that are 
taking place. Are you involved in those discussions? 

Mr. O’Flaherty. Yes, absolutely. We have been participating in 
discussions with the Vice President’s office now for — since last 
summer. 

Ms. Lee. Very good. Thank you. 

Let me ask Mr. Ray. Just briefly, I don’t know a lot about the 
international law enforcement academy, and it has been fas- 
cinating to hear your presentation this morning. Following up on 
Mr. Payne’s question, with regard to the law enforcement academy 
being perceived as a place for investigations or intelligence gath- 
ering — is, in fact, that — could that be part of the operation, if, in 
fact, we wanted it to be? Are covert actions allowed or not allowed? 

Mr. Ray. My personal opinion would go something like this. All 
things are possible. But one would have to balance the need for our 
desire to correct the criminal investigative process in this country 
against the benefits that might be gained by what you have sug- 
gested. In that sense, on balance, it just wouldn’t make any sense. 

The history here with these academies is that under no cir- 
cumstances do we allow, at least under leadership of the FBI, to 
allow that kind of thing to creep in. 

It has never been — it was an issue with the Russians up front. 
We came to the table, put the cards on the table. They were satis- 
fied with our position, and I have been involved with this process 
probably longer than anybody in the government, and not 

Ms. Lee. Do you coordinate with the CIA? 

Mr. Ray. There is no coordination with the CIA on these issues. 

Ms. Lee. Thank you very much. 

Mr. Royce. I thank our witnesses. 

Before we adjourn, I would like to recognize one of our interns — 
this is her last week with us — Saadia Lababidi is with us, and I 
would like her to stand at this time. She is originally from Lagos, 
Nigeria. She has resided in Cairo and Colorado, and she has been 
of great help to our Subcommittee, and I thank her very much. 

I thank you, gentlemen, for making the trip down here to testify 
today before our Committee. Thank you so much. 

The meeting is now adjourned. 

[Whereupon, at 4 p.m., the Subcommittee was adjourned.] 
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Statement of Chairman Ed Royce 

“United States-Sonth Africa Relations: Present and Future” 

“Today the Subcommittee 'will look at the bilateral relationship between the United States and 
South Africa, one of the most important relationships our country has in Africa. 

“Since it made its exceptional transition to a non-racial democracy, U.S. relations with South Afiica 
have considerably broadened. No longer dominated by apartheid, the U.S.-South Afiica agenda 
now tackles issues of security, health and the environment. With the U.S. being South Africa's 
largest trading partner and South Aftica being the dominant buyer of America's exports to Africa, 
economic issues have a heightened prominence. Needless to say, this new agenda, while 
challenging, is most welcomed. 

"The U.S.-South Africa Binational Commission, up and running for four years now, indicates the 
importance of South Africa to the United States. Soudi Africa faces many challenges. Its economy 
is struggling, and it faces a serious crime problem, which we will hear about. In these areas, it's in 
the U.S. interest to work -with the new government of Thabo Mbeki through the BNC for a better 
future in South Africa. 

“Within Africa, the U.S. has given South Africa exceptional attention. And while it's important that 
this not come at the expense of other African countries. South Africa's potential and importance 
warrants this attention. Today the Subcommittee will have a chance to better appreciate the 
challenges and opportunities in our important relationship ■with South Africa. 

“Before proceeding, I'd like to acknowledge the death of Julius K. Nyerere, the former President of 
Tanzania, last night in a London hospital. Nyerere is a man who defined his age, who 'will be 
remembered for his opposition to colonialism and apartheid, as well as his modest life style. 
Mwalimu, Swahili for teacher, which he was commonly called, remained active in public life after 
leaving office in 1985. At the time of his death, he was working to resolve the conflict in Burundi. 
Our condolences go out to the Nyrere family and Tanzanian people.” 
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Statement by Benjamin A. Gilman, Chairman 
Hearing of the 

Subcommittee on African Affairs 
on 

US - South Africa Relations 
October 14, 1999 

Thank you, Mr. Royce. I appreciate your subcommittee’s ongoing 
diligence and the wisdom of holding this hearing. There is a natural tendency 
to focus on the crisis of the day, and, unfortunately, Africa seems to host a 
number of crises at any given time. This subcommittee has not shied away 
from addressing the complex emergency situations in Congo, Sudan, Sierra 
Leone, and Ethiopia-Eritrea. But it would be a mistake to neglect crucial 
countries — like South Africa — simply because chaos does not currently 
reign there. 

It was not very long ago when South Africa was itself in political crisis. 
Hearing after hearing was held on the South African regime, and most 
analysts predicted that the end of apartheid would come only through 
bloodshed. I remember when it became apparent that South Africa had 
developed nuclear weapons. I shudder to consider what might have been. 

However, our relief at the positive developments in Soutli Africa 
should not blind us to the serious challenges facing this country and this 
region. Unemployment continues to be a major problem. Nearly everyone in 
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South Africa works, but only half the working population has a regular job. 
The rest eke out a marginal living from one day to the next. The infection 
rate of HIV/AIDS is shocking, and it appears to be growing. And the murder 
rate in South Africa remains ten times as high as our own unacceptably high 
rate. 


As if all these challenges were not enough, it is now obvious that a 
rainbow coalition of transnational criminal organizations has set up shop in 
South Africa, threatening the very institutions of its hard-won democracy. 

I would like to focus for a moment on this topic. I am very grateful to 
the subcommittee for inviting Agent Jud Ray of the FBI’s International 
Training and Assistance Unit to testify today. Agent Ray provided me with 
an excellent briefing on the transnational crime situation in South Africa two 
years ago. At that time, we discussed the value of establishing in Africa an 
International Law Enforcement Academy, modeled after the highly 
successful program in Budapest, Hungary. Sophisticated international 
criminal organizations cannot be fought without cooperation among national 
law enforcement agencies. But, like NATO armies, these agencies must 
share common understanding and approaches in order to cooperate 
effectively. That cannot happen overnight, and it cannot happen without 
some capacity building. 
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Mr. Speaker, 

I rise today to pay tribute to a great man, a great statesman, a man of great compassion and a 
visionary who believed strongly in Africa’s ability to forge a prosperous future of unity and peace. 
Former President Julius Nyerere of Tanzania passed away today in London at age 77 after losing a 
2-year battle with leukemia. 

Known affectionately throughout Afnca as Mwalimu, or “teacher” in Swahili, President Julius 
Nyerere was the father of Tanzanian independence and a symbol of Africa's hopes as it emerged 
from the shadow of European colonial rule. 

He led the drive for the independence of his East African nation from British rule and became the 
country's first president in 1962. 

In 1979, in defiance of the Organizationof African Unity, President Nyerere sent troops to Uganda 
in response to the intense suffering of the Ugandan people under the brutal dictatorial regime of Idi 
Amin Dada. That operation - one of the first humanitarian missions of its kind - would help set a 
legal precedent for peacekeeping missions all over the globe. 

Nyerere stepped down as president in 1 985 after 23 years in office to devote his time to farming and 
diplomacy. He worked tirelessly to negotiate an end to the violence that has plagued central and 
southern Africa in the past decade. 

Most recently, Nyerere’s efforts were directed toward mediating an end to the bloody civil war in 
neighboring Burundi, where more than 200,000 people, mostly civilians, have been killed since 
1993. 

Nyerere wrote eight books mainly on development and socialism in Africa and Tanzania in 
particular. He also translated William Shakespeare's plays “Julius Caesar” and “The Merchant of 
Venice” into Swahili. 

A Roman Catholic, Nyerere was married and had eight children. 

The current President of Tanzania, President Mkapa, has announced that a state funeral will be held 
for Nyerere in Dar es Salaam early next week. 
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Susan Rice 

Assistant Secretary for Aincan Affairs 
Testimony before the House International Relations Committee 
Subcommittee on Afiica 
Washington, DC, October 14, 1999 

South Africa: U.S. Policy and Bflateral Relations 


Introduction 


Mr. Chairman, Committee Members, thank you for the opportunity to testify on South 
Afiica, a nation whose remarkable transformation continues to command the world’s 
attention and admiration. Five years ago. South Afiica stood at the threshold of a new era 
when its people went to the polls to elect their first democratic parliament It, in turn, 
chose Nelson Mandela to lead a govenmient of national unity. The 1994 elections were a 
watershed in the 20* century, bringing an end to the vicious apartheid regime and South 
Afiica's international isolation. It also opened the promise of new hope for the southern 
AJHcan region. 

Now, South Africa has entered a new and equally critical phase, and its resHient people 
again have put their best foot forward. The country’s .second democratic election on June 
2 marked a smooth and routine transfer of power — a critical indication of sustained 
progress in South Africa. Concerns about violence, apathy, disorganization, and firaud 
proved unfounded as 86 percent of registered voters peacefully and efficiently cast their 
ballots. In returning the Afiican N ational Congress (ANC) to power, voters underscored 
their desire that the ANC continue to deliver genuine change. More fundamentally, the 
elections also demonstrated that South Africa’s people, many of whom are still divided 
and uncertain about the future, are committed to the country’s peaceful evolution under a 
democratic system of government. 

Out stake in South Afiica's success is significant For tiie United States. South Afiica’s 
leadership as a pluralistic, market-oriented democracy is critical to the achievement of 
our goals in Africa, especially integrating Africa into the global economy and combating 
transnational threats to our mutual security. The country is the destination of fifty-four 
percent of U.S. exports to Afiica and our largest trading partner on the continent. It is an 
anchor in the Southern Afiican Development Community (SADC) ~ one of Africa's most 
important sub-regional economic and security organizations. South Afiica's leaders have 
played a key role in foreign affiiirs ~ helpii^ broker peace in the Congo and bring calm 
to Lesotho and serving M Chair of the Non-Aligned Movement South Afiica works in 
tandem with us to prevent global proliferation of weapons of mass destruction, and to 
counter corruption, environmental degradation and inletnadonal terrorism. In this regard, 
Mr. Chairman, let me take the opportunity to thank the government today for its 
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extraordinaiy cooperation with U.S. law enforcement that led to the capture last week of 
a suspect involved in the Dax Es Salaam teixorist embassy bombing. 

In the context of this evolving U.S.-South A&ica partnership, we are working to solidify 
otu- already excellent relations with the "new” South Africa and to strengthen long-tem 
cooperation on bilateral and muMlateial issues of mutual importance. Underlining aU our 
objectives is the desire to help Sotitfa Africa consolidate its already remarkable progress 
in achieving a political transformation and b ringing opportunity and well-being to all its 
people. 

The New South Africa 

Yet, South Africa's future depends on the continued strong coromiUnent of its 
government and its people to fostering lasting democracy and economic growth. The 
continued assistance of the United States and South Afiica’s many fiiends arotmd the 
world through development cooperation, trade and investment will also be crucial. 

A half-decade alter the end of apartheid, there is a general recognition, both inside and 
outside of South A&ica, that the government of President Nelson Mandela and Deputy 
Pre-sident Tlrabo Mbeki performed extremely well. The ANC-led govemmeat has 
Ibstered the diflScult and lengthy process of national reconciliation, laid foe groundwork 
for long-term democratic tradition, established a sound economic policy framework, and 
begun to deliver essential social services to foe previously disadvantaged majority. 

President Thabo Mbeki’s govemment now faces the difScult task of fulfilling his promise 
to accelerate the pace of the traiaition. Since taidng office on June 1 6, Piestdent Mbeki 
has taken decisive steps to address foe pressing issues of crime, economic growth and job 
creation, as well as unproved delivery of social services and programs. In public forums, 
he has taken a tough line against military governments, corruption and misrule — 
statements we applaud. At the same time, he has stood by foe government’s macro- 
economic policies - embodied in foe Growfo, Employment, and Redistribution (GEAR) 
program — that emphasize fiscal discipline, removal of capital controls, lower tariffs, and 
privatization of the parastatal sector. 

The faithful implementation of the GEAR program, even in foe fece of some domestic 
opposition, shows signs of paying off. South A&ica weathered last year’s Asian financial 
crisis better than most other emerging markets, in large part due to the government's 
prudent fiscal management and foe soundness of its banking system. The budget deficit 
as a percentage of GDP has been cut nearly in half since 1994, consistent with GEAR'S 
targets. Inflation, which had run into double-digits for more than 20 years, fen below 3J 
percent annually la.<a monft. Interest rales are declining and investor confidence is 
increasing. TTic Johannesburg Stock Exchange has gained 25 percent so fir in 1999, and 
foe South African rand has regained strength against the dollar. Economic are 
forecasting foat GDP growfo, stagnant la-st year, will again tom positive in 1999y2000. 
Finally, progress also has Itecn made in the govemmenf s efforts to empower foe 
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majoiicy. On the Johannesburg Stock Extiaage, the value of business transactions 
conducted by aajority firms has ©own tenfold since 1 995, &om 2 to 20 billion rand. 

Looking ahead. South Afnca's progress will rest in large measure on the government's 
ability to continue implementing its economic and social programs faicly, openly, and 
effectively. It also will depend on a commitment to contiinie promoting racial and social 
reconciliation — oonvincmg all South Afncans feat their fiiture lies in one peaceful 
nation. And it will depend on the commitment of the government, all political parlies, 
interest groups, and individual citizens to contmne strengthening the beliefs, practices, 
and institutions essential to democracy. 

U.S. PoHcy 

Our policy seeks both to help South Afiica meet these challenges and to strengthen our 
partnership and cooperation in key areas of mutual interest The most important of these 
areas include; 

• Democracy: Bolstering democratic institutions and processes; 

• Broad-based Growth : Strengtheuiug the institutional capacity of the South Affiican 
govenment to develop socioeconomic policies, create jobs and provide improved 
social services for the majority; 

• Regional Stability : Working together diplomalicdly to prevent and resolve conflict 
and consttucring a robust defense relationship to serve as a foundation for future 
stability in the region: 

• Weapons of Mass Destruction : Cooperating with South A&ica bdaterally and 
multilaterally to prevent proliferation of weapons of mass destruction; 

• Mutual Growth Through Open Markets : Obtainiiig South Afiaca’s continuing support 
for global trade liberalization in the World Trade Organization, a mechanism for 
opening markets worldwide, and other multilaiera] trade regimes. Working to open 
the South Afiican and SADC markets to U.S. products and services, to inci^se 
bilateral trade and to improve the climate for U.S. investment; 

• intemationat Crime. Illegal Drags and Taaotism : Helping South Afiica develop an 
effective criminal justice system respectful of human and civil rights. Improving 
U -S.-Soufh Afiican cooperation to combat terrorism, intemationi crime (including 
money laundering), and drug trafficking; 

• Eavironmait : Supporting South Afiica's pursuit of environmentally sustainable, 
market-based development and its ongoing paiticiparion in international 
envirmnneBlal policy forums; 
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• And finally. Health: Supporting improvementa to South A&ica’s health care system to 
ensure core needs of the majority are met and to combat the spread of infectious 
diseases — especially HTV/ATDS. 

To help us achieve these goals, USAID, the Defense Department, Peace Corps, the State 
Department, law enforcement agencies, and many other USC departments and agencies 
provide support or training. A variety of law enforcement and International Narcotics and 
Law Enforcement Affairs bureau programs bolster the country’s judicial system and 
police force. In South Afiica, we have worked together to build housing, to bring 
electricity and potable water to remote rural areas, to promote joint research on disease, 
and to expand public awareness of the HIV/AIDS crisis. 

The largest component of U.S. assistance to South Africa is USAID’s effort to promote 
economic, social, and political developmenL Our current strategy, being implemented 
under a ten-year $435 million program, was developed in close cooperation with the 
South African govenmient, civil society, universities, and the private sector. Our aim is 
to ensure a sustainable transition — helping South Africa inslitutionalize democracy and 
put in place policies and systems for social service delivery. Emphasis is on 
empowerment and increasing the participation of the majority population in six areas: 
democracy and governance; education; health; economic policymaking; private sector 
development; and housing and urban services. Tn addition. South Afiica has been 
designated a key country for USAID’s Global Climate Change Program (GCC). 

In close consultation with the South African government, we have concluded that 
significant U-S. assistance will be required well into the new century to meet our mutual 
economic and political objectives in the country. Accordingly, after consultations with 
the Congress and strong support from the State Department, USAID has formally 
approved a five-year extension of its program, fiiroirgh 2010. This decision will enable 
us to continue working closely with South Africa on its development priorities. 

Bilateral Relations 


The United States and South Afiica have much in common: diverse and open societies, 
deep respect for democratic ideals and human rights, and a shared vision of a peaceful 
and prospering international co mmuni ty. When apartheid ended, our relations were 
essentially moribund in a wide range of important areas. Yet in a little over five years, 
business and personal links between the two countries are burgeoning and we have made 
great progress in establishing a strong, mature and long-lasting U.S. -South Africa 
partnership. 

Regular, high-level contacts have been critical to this process. President Mandela’s State 
visit to Washington in October 1994 produced agreement to establish the U.S.-South 
Africa Binational Commission (BNC). This, in turn, resulted in the development of 
highly productive woildiig relations between Vice President Gore and then-Deputy 
President Mbeki, as well as between many U.S. cabinet officials and their counterparts. 
President Clinton’s March 1998 visit lent additional moment um. The U.S.-SADC forum 
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in April ia Botswana, helpai move forward.a mge of important issues with this critical 
regional OTgacization as well. 

Most Tscently, last month in New York, tfie President. Vice President, and Secretary of 
State met with President MbeM and his key advisers for hi^ly constructive talks. There 
is every indicatiOD that the new Mbeki govemmcjit intends to pnreue closer ties with the 
U.S. in the comjjsg years. The hi^ degree of continuity ia the new goveminent — both in 
personnel and policies - buttresses this view. 


The tl.S.-Soath Africa Binational Conmiissioa 

The Binational Commission, meeting .six times since 1994 and now comprising nine 
committees, has been central to the process of renewing and strengthening our 
cooperation in many areas. Under its auspices, we have worked to open our markets, and 
stgied a Trade and lavestment Framework Agreement that establi^ed a Trade and 
Investment Council charted by Ambassador Barskefsky and Ministar Alec Erwin. We 
have negotiated a bilateral tax treaty and newpaits on taxation, civil aviation, extradition, 
and mutual legal assistonce. 

The BNC, fihrough the U.S.-South Afiica Business Developraest Committee, has hew 
particularly efettive in strengthening our bilateral economic ties. I cannot overestimate 
the importance of this aspect of our relationship, for either the United Stales' or for Sonth 
Afiica's long-temi prosperity. Since sanctions on South Afiica were lifted, U.S. 
corporate presence in South Aiiica has expanded from about 150 companies to nearly 
400 - which is the equivalent to tire U.S. corporate presence in Russia, Turicey, or Israel. 
The United Sales is tic largest source ofrjew foreign direct investment in South Afiica 
since the end of apardieid in 1994. U.S. FDI stock was $2.7 billion at the end of 1997, 
ISYb of South Afiica's total. Through the Trade and Investment Council, we are 
developing metdumisins and channels for resolving the disputes fliat inevitably arise 
between close trading partners. 

Two recently established BNC committees— one on Defense and another on Justice and 
Anti-Ciime Cooperation — have led in short order to rapidiy expanding collaboration in 
these eriiical areas. Our relations in the sensitive area of seemity and defense were 
virtually mm-esdsteiit before 1 994. But now. Defense Secretary Cohsi and his 
counterpart have exchanged visits and the Intemational Military Education and Training 
(IMET) program is the largest in sub-Saharan Afiica. The U.S. provided assistance to the 
South African-hosted regional peacekeeping exercise (^lue Crane") ia Ajxil 1999. 
Through the Defense Committee, we are working wifii South Afiica in such key areas as 
force ratiosalisiljon and the eawbronmenL Finally, the settteneot of the “Annscori* case 
in February 1998 has resulted in the noimalistion of defense (rade between fire two 
countries. 


The new Justice and Anti-Crime Cooperation Committee (JACC), fismiaUy established 
under the BNC m Falauary 1999 and chaired on tiie UB. sMe by Attorney Graieiai Janet 
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Reno, seeks lo augmeat our coopaation on airti-etitnc stmegies. South Afiica’s rate of 
violent crime reTuains among the highest ia the world. Illegal immigaticai, money 
laundering, dmg trafficking, financial crimes, and Olegal arms trafficking are most 
prevalent. Transnational drug- traffickers and criminal orgaaizalions take advantage of 
South Africa's porous borders, developed infrastructure and convenient location between 
Asia and South Amerisra. At the February BNC, rise JACC ^leed csn a package of 
training propo-sals (financed by she State Department’s Bureau of International Narcotics 
and Law Enforcement and run by U.S. law enfotcemmt agencies) and is be ginning to 
implemant some of these programs. 

Foreiggi Policy 

In the area of forei^ policy. South Africa has quickly emerged as one of Africa's leading 
poHlical and diplomatic actors. Its global objectives — preventing conflicts and 
promoting peaceful resolution of dilutes; promoting democratization, disarmament and 
respect for temaa rights: and advancing environmentally sound, snsteinabSe development 
and poverty alleviation — are consistent with broad U.S. policies and ideals. 

President Mandela began South Africa's increasingly active role in the international arena 
with his many visits abroad. Preadent MbeM has followed suit witii an mgiressive 
agisada in the region and elsewhere. The South. African government assianed the 
chairmanship of the Non-Aiigaed Movement (NAM) in 1998, conducted a high-profile 
campaign to ban landmines, and played a dynmnic role to promote a cease-ffie agsement 
between combatants in the Democratic Rjqmbhc of the Congo (DROC), 

Indeed, Prraident Mbeki, days into his administration, confirmed his personal 
commitment to help secure a resolution of the war in the Congo. He dispatched his 
Foreign Minister on an exhaustive shuttle-diplomacy mission to convince the Rally fer 
Congolese Democracy (RCD) rebel fections to s%n the Lusaka ceasefire acconi, which 
they did on August 31. Both Foreign Minister Zuma and Presiderd Mbeki played key 
roles in moving forward the Lusaka accord's implementation, induding tii^ recait 
efforts to persuade the RCD to come to an agreement regarding its representation on the 
Joint Military Commission (JMC), the body responsible for monitoring the peace. 

Still, we anticipate continued occasonal differences with South Africa on some forei^ 
policy issues. Its irieadsbips with Libya and Cuba, for example, have beat of 
intermittent concern in ourielaticaiship. With the su^ension of UN sanctions. South 
Africa is one of a number of countries moving to strengthen diplomatic and trade ties 
with the Qadhafi regime. In May, Trade and Industry Minister Erwin sigasd a bilateral 
trade agreement during a visit to Libya. 

The global scope of South African foreign policy notwithstanding, much of the 
government? s focus is closer to home with the Southern African Dsvdio|fflnent 
CotnmunilyCSADC) and rise Organization of African Unity (OAU). Sot* Africa 
appears determined to mate both SADC and the OAU more ielei«nt and ^ectf^, "We 
strongly aqjpeat its efforts ai this le^d. 
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Conclusion 


Ml, Chairman, we consider our relationship with South Afiica to be one of our highest 
priorities. A reconciled, dynamic South Affica is key to peace, prosperity and security 
throughout Afiica. But we must all be cognizant of the tremendous chalienges still 
facing the country and its people. As President Mbeki said at his inauguration. South 
Afiica is "at the dawning of the dawn, when only the tips of the horns of cattle can be 
seen etched against the morning sky." In many ways the task of democratic institution- 
buildtng in this country is only just be ginning As well, crime, HIV/ArDS and economic 
disparity all threaten South Afiica — just as our social problems and violence threaten 
U.S. progress — in the next century. 

We are committed to supporting not only South Africa's domestic strides, but its strong 
rok in the region, and its positive contribution worldwide. We look forward to 
strengthening and deepening our engagement widi the new South Afiica and its people. 
Tlie South Afiican people have set a Iremendotis example for all throughout the world 
who yearn for democracy and the right to determine th^ own destiny. We believe their 
strength wOl ensure the success of their transition and the emergence of South Afiica as 
one of the world's greatest powers and most respected leaders. Thank you. 
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October 14, 1999 

Mr. Chairman, Members of the Committee, and fellow panel members: I appreciate the 
opportunity to appear before the committee today to discuss U.S.- South Africa relations: 

Present and Future. As you are aware, from September 20 through October 2, of this year, the 
Department of State's International Narcotics and Law Enforcement Affairs Bureau (INL) headed 
a delegation to Swaziland, Botswana, Namibia and South Africa. The delegation was comprised 
of myself, two representatives from the Department of the Treasury, one from the Drug 
Enforcement Administration and two representatives from the Department of State, The purpose 
of the trip was to consult with U. S. Embassy political and law enforcement officials within these 
nations regarding the feasibility of establishing an International Law Enforcement Academy 
(ILEA) for Southern Africa. 

Consistent with the Administration's goals of establishing and enhancing effective 
bi-national relations with South Africa, President Clinton and-then President Mandella established 
the Bi-National Commission (BNC). The Commission first met in March 1995, with Vice 
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President Gore and-then Deputy President Mbeki serving as Vice Chairs. The Commission was 
established and serves as the focal point for the bi-national consultations on domestic and 
international issues affecting the United States and South Africa. The Commission is comprised 
of a number of subcommittees. The subcommittee which has relevance to this hearing and issues 
in which I am prepared to comment is the subcommittee on Justice and Anti-Crime Cooperation. 
Attorney General Janet Reno is chair of the Sub Committee. Attorney General Reno traveled to 
Cape Town, South Africa in February 1999 to chair the first meeting of the sub committee. The 
subcommittee established basic "Terms of Reference" for fitture meetings, and came to agreement 
on a wide-range of law enforcement issues, including training, technical assistance and 
cooperation. 

Following this meeting, the Attorney General brought together experts on Justice issues 
from the Departments of Justice, State and the Treasury. The results of these meeting have 
produced a comprehensive strategy to consult and provide assistance to South Africa and other 
African nations regarding training and related justice issues. 

Many of the goals and objectives agreed upon, are now in the implementation stage. For 
example, the International Criminal Investigative Training Assistance Program (ICITAP) has 
provided a number of training initiatives in South Africa and has facilitated the visits of a number 
of South African Justice officials to the U. S. to consult on mutual law enforcement assistance 
matters. 

INL assistance in South Africa over the past few years has primarily been channeled 
through DOJ's (ICITAP). The assistance has focused on institutional development of the police, 
with some aid provided to the prosecutors and judiciary. INL is also funding programs through 
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the UN Center for International Crime prevention (UNCICP) and the United States Agency for 
International Development (USAID) has focused on judicial reform. The State Department's 
Coordinator for Counter Terrorism and the Bureau of Diplomatic Security, Office of Anti- 
Terrorism and Assistance, conducted an anti-terrorism assistance assessment, and follow-up 
training is continuing. In 1997 and 1998, total INL funding (both years combined) in law 
enforcement training totaled approximately $1.9 million dollars. 

The concept of an ILEA was first envisioned when the FBI along with the DOS and other 
federal law enforcement agencies explored ways to respond to the growing threat of criminal 
activity following the break up of the former Soviet Union. 

Because of the global nature and mandate of many of the FBI and other federal law 
enforcement's investigative initiatives, we must make training investments in the police systems of 
countries where the FBI's investigative mission is affected. In virtually all major FBI 
investigations, a significant international aspect develops. To balance its interest in addressing the 
international aspects of its investigations with the requirement to respect host country 
sovereignty, the FBI and other federal law enforcement agencies must rely on the capabilities of 
the host country's law enforcement community. It is important to note that due to differences in 
judicial systems, or due to the absence of appropriate treaties and agreements, the FBI is unable at 
times to undertake investigations in foreign countries and bring them to successful conclusions. 

In such instances, the FBI is largely dependent upon the local criminal justice system and the level 
of training and expertise of its personnel. The recent bombings in East Africa, the World Trade 
Center bombing, Russian money laundering investigations, BCCI and other high profile cases are 
but a few examples of the increased threat to the United States caused by international crime. In 
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order to insure that such cases are brought to successful conclusions, the establishment and 
maintenance of effective liaison through training and other cop-to-cop initiatives must be 
developed and enhanced- 

On April 24, 1995, the International Law Enforcement Academy in Budapest, Hungary 
opened its doors to Russia and 23 other countries of central and eastern Europe. In April of 
1996, Attorney General Janet Reno, Ambassador Gelbard, Director Freeh and other senior 
members from the U.S, federal law enforcement community dedicated ILEA Budapest. The 
ILEA Budapest supports two different types of programs sponsored by ten U.S. law enforcement 
agencies: (1) an eight-week program for mid-level police managers, and (2) regional seminars on 
the topics of International Organized Crime, Financial Crimes, Narcotics Trafficking, Intellectual 
Property Rights, Corruption, Violent Crime, Border Crime, and the like. The nXA is funded 
approximately 3 million dollars per year by the Department of State. In addition, the U.S. law 
enforcement agencies have provided significant contributions by way of human resources and 
materials. 

To date over 975 law enforcement officials from 23 different countries have received the 
basic eight-week course of instruction at ILEA, Budapest. In addition, approximately 3,500 law 
enforcement officials have received training in specialized law enforcement topics at ILEA 
Budapest. Time and time again the training at ILEA has proven valuable to the U S. 

On at least eight specific occasions we have seen examples of cooperation in major cases 
that could have occurred only through the relationships established as a result of attendance at the 
ILEA. 

From August 3 -16, 1997, 1 .along with a member of DOS/IKL, traveled to South Africa 
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at the request of Mr. Sydney Mufamadi, who was then Minister of Public Safety and Security. 

The purpose of the trip was to conduct an on-site survey of training and resource requirements 
within the South African Criminal Justice System in general and the South African Police Service 
(SAPS) in particular. I was joined by Senior Magistrate Deon Oosthut'sen currently an instructor 
and lecturer at Justice College. Pretoria, South Africa, and Mr. Thomas Callalian, a contract 
consultant, DOS/INL. During the survey period, a number of individuals, representative of the 
police, judicial and political communities as well as university and private citizens were 
interviewed regarding the capacity of the Criminal Justice System in South Africa to respond to 
the rising incidence of crime. Since that time, I have maintained periodic contact with police and 
other officials within South Africa, and the FBI has hosted South African delegations at the FBI 
Academy. My recent trip to conduct a site survey for an ILEA in Southern Africa, coupled with 
my impressions in 1997, provide the basis for the following conclusions. 

History has shown that when there is a major change in governmental structure, crime 
becomes rampant. The Republic of South Africa (RSA) is no different. 

The crime problem in the RSA is serious and complex. In the wake of the change of 
government from the apartheid system and the years of sanctions preceding democratic elections, 
the RSA has had to cope with increasing crime. There is evidence that organized crime syndicates 
have established a formidable presence. Police officers are murdered at a rate higher than those in 
any other country in the world. 

There are about 127,000 sworn officers in the (SAPS). More than 20% did not complete 
a high school education. On September 25, 1999, National Police Commissioner George Fivaz 
was quoted in the Editorial Press, "a quarter of my cops can't read," Functional illiteracy is rife in 
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the police force, making it difficult for about 30,000 officers to handle even the most basic of 
tasks. Commissioner Fivaz went on to state that considerable progress has been made in the 
transformation of the SAPS. Across the force as a whole, 55% are black officers and the rest are 
white. Informed estimates are that a large number of SAP detectives are not adequately trained 
for criminal investigation. 

It is clearly evident that crime, particularly violent crime and organized crime, is a major 
concern in the minds of every RSA citizen and visitor. The SAPS, the political leadership and the 
general public all desperately want some sort of law enforcement training assistance and are 
looking outside for this help. Assistance has been sought, from other U.S. federal law 
enforcement entities such as the ICITAP. Additionally, police and political officials identified the 
U.K., Germany and The Netherlands along with the U.S. as countries that have assisted in 
addressing the crime problem in South Africa. 

In conclusion, the following observations are made: 

1 . South Africa continues to suffer a severe crime problem. Violent crime, organized 
crime, narcotics trafficking, armed assaults, murders, gun smuggling, vehicle theft, gang related 
activity, money laundering, fraud and official corruption are just some of the interwoven and 
overlapping afflictions confronting South Africa. 

2. The criminal Justice system is not functioning well enough to combat the crime problem 
effectively. 

Although there is a wide range of areas in which U.S. assistance could be useful, I 
recommend that the U.S. government focus its efforts on helping elements within South Africa's 
criminal justice system to establish an effective "Training Program" to provide professional, relevant 
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and customized training to police detectives, justice ministry prosecutors and magistrates, and other 
role players in the criminal justice system. Through the initiatives of the BNC, the U S. 
government has already begun to assist in a number of these areas. The purpose of the recent trip 
to southern Africa was to consult with a number of countries in the region regarding the 
establishment of an ILEA in southern Africa similar to the ones operating in Budapest and 
Bangkok. This may be accomplished through the establishment of an ILEA in the Southern Africa 
Region, similar to the one operating in Budapest, Hungary. 

Putting U.S. resources into the establishment of a well-run, well-resourced and professional 
training structure is more sustainable and of greater long term value than the training that is 
currently commonplace. 

A training structure and well-designed curriculum can be adapted to a variety of changing 
needs and clients. For example, southern African law enforcement agencies who seek training in 
border control or arms trafficking could be accommodated at the Academy. Similarly, if Southern 
Africa officials wished to take advantage of training offered by a non-U, S. agency with recognized 
expertise (e.g., Belgian public order policing, German VIP protection, etc.), these too can be 
accommodated and administrated at a facility designed for criminal justice system training. 

A report regarding the funding of the recent site visits is being drafted by DOS for 
submission to the ILEA policy board. It was apparent to me that a decision regarding the location 
for an ILEA in southern Africa must out of necessity and respect for nations' sovereignty involve 
very close consultation and negotiations with the political leaders of both Southern 
African Development Commission (SADC)'and more importantly the Southern African Police 
Chiefs Cooperation Organization (SARPCCO). 
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I would like to address any questions you may have at this time. 


8 



51 


U.S. - South Africa Business Council 


Chairman 

AJdrage B. Cooper, Jr. 
Johnson & Johnscm 


Executive Dir&^or 
J. Daniel O’Flaherty 


Special Advisor 
Ambassador Princeton Lyman 


STATEMENT OF J. DANIEL O’FLAHERTY 
EXECUTIVE DIRECTOR, US-SOUTH AFRICA BUSINESS COUNCIL 

BEFORE THE 

SUBCOMMITTEE ON AFRICA 
COMMITTEE ON INTERNATIONAL RELATIONS 

OCTOBER 14, 1999 

Mr. Chairman, members of the Committee, I am Daniel O’Flaherty, Executive Director 
of the US-South Africa Business Council, the association of US companies doing business in 
South Africa . I am also vice president of the National Foreign Trade Council, an association of 
more than 550 US companies engaged in international trade and investment. The US-South 
Africa Business Council serves as the private sector secretariat to the US-South Africa Binational 
Commission. I am submitting for the record an article, “Stability in South Africa,” by myself 
and Constance Freeman of the Center for Strategic and International Studies from the current 
issue of the Georgetown Quarterly. 

• I' would like to congratulate the Subcommittee for holding this hearing to assess our 
relationship with South Africa, which is not only Africa’s largest market, but is also a country 
whose peaceful transition to free market democracy is widely admired in the US. Passage by the 
House of the Africa Growth and Opportunity Act earlier this year and the prospect of an early 
vote in the Senate indicate that the Congress is serious about strengthening commercial ties to all 
of the African continent. Our relations with South Africa are an indispensable part of those ties. 

Perhaps I can best contribute to the Subcommittee’s review by describing the US private 
sector’s current role in South Africa, how that country is perceived as an investment destination 
by US firms, and what the US and South African governments can do to increase the positive 
contribution that US business makes to South Africa’s development. 

This perception can best be summarized in three statements: (1) South Africa has chosen 
and maintained sound fundamental economic policies, but has failed in its efforts to attract the 
foreign investment its economy requires; (2) US companies are making a significant contribution 
to the social, as well as the economic, development of South Africa; and (3) South Africa is a 
challenging business environment for American companies, especially in sectors that may be 
affected by South Africa’s free trade agreement with the European Union and those dependent on 
government procurement contracts for profitability. 


Sponsored by the National Fore^ Trade Council, Inc. 

1625 K Stre^ NW, Suite 1090, Washingtrai, D.C. 20006 • Td: (202) 887-0278 • Fax: (202) 452-8160 • E-mail: ussabc@ziplink.ii^ 
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1 - South Africa has followed sound economic policies. 

Since its election in 1994, the South Afncan government under the African National 

Congress has been very prudent in its management of flie economy. Plans for nationalization of 
basic industry were abandoned in favor of gradual privatization of inefficient state enterprises. A 
bloated public sector has been gradually reduced, government spending and its deficit as a 
percentage of gross domestic product have fallen. The South African Reserve Bank has 
followed a steady and restrictive monetary policy tl^t has kept inflation under 10% since 1995 
and has stabilized the rand, South Africa’s currency, at approximately R6 per dollar for the past 
year. These generally conservative macro-economic policies have had unwelcome consequences 
as well. Tight monetary policy has caused very high interest rates, including a 24% prime rate 
last year that helped to decapitate economic growth and combined with the Asian crisis to send 
the economy into recession in late 1998 and early 1999. 

Economic growth this past year has therefore been just above zero, and although it has 
picked up during the year, the 1999 growth rate is unlikely to be more than 1.5% to 2%. A major 
consequence of low growth is, of course, very high unemployment, which in the formal sector 
stands at between 35% and 40%. A vibrant and largely unmeasured informal economy of self- 
employed hawkers, taxi drivers and small businessmen cushions this stark stadstic, but the fact is 
that with population growth from natural increase and immigration increasing the labor force 
much faster than the economy is creating jobs, the country is falling behind in employing its 
people. In addition, 100,000 jobs have been last each year since the end of the apartheid 
government and the opening of the economy to global competition in 1994. 

The fact is that South Africa’s economy has a significant gap between current investment 
and that required to reach and sustain economic growth rates that will begin to absorb the 
country’s huge reserve army of unemployed. The domestic savings and investment rate is about 
1 6% of GDP, but in order to grow at the rate required to make progress on unemployment. South 
Africa needs an investment rate of about 24% of GDP. The only realistic source of that needed 
capital is abrojud, and tlie largest pool of available external capital is the United States. That is 
because the European companies did not leave South Africa during sanctions and the East Asian 
economies, never enthusiastic about overseas direct investments, are far less likely to make them 
in the wake of the 1998 Asian crisis. 

2. US companies are making a significant contribution to South Afr ical B.economx .^ 

US economic activity has returned to the pre-sanctions level of the mid-1980's. Over 300 
US companies now have some investment in South Africa and the total stock of US direct 
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investment in the country is about $3.4 billion. Importantly, employment of South African 
workers by US companies has reached its pre-sanctions level of more than 80,000. In 1998 the 
US remained South Africa’s largest source of foreign direct investment. 

It is important to note that there has been v^y little new, or “green field” investment by 
US companies in South Africa. Many US companies did return to South Africa after sanctions 
were lifted in 1 993 by repurchasing their former subsidiaries. Others have come into the country 
to participate in privatization opportunities, while still others are attracted by major infrastructure 
projects undertaken by the government. All of this investment has added to South Africa’s 
national product and has benefitted its work force. Much of it has met the South African 
government’s desire for investment that generates exports and is net job-creating in the long 
term. 


US direct investment in South Africa directly impacts incomes, the tax base, and skill 
levels, helping to prepare the economy for the planned elimination of tariffs on all but a few 
products by 2010. In addition to these broad economic effects, US companies are making an 
important contribution to social development and the eradication of the legacy of apartheid. 

Member companies of the US-South Africa Business Council have a strong record of 
strengthening communities. In the pharmaceutical sector, Merck has made a large contribution 
to the University of Cape Town medical school and to Africa’s largest hospital, Chris Hani 
Baragwanath Hospital in Johannesburg, at which Johnson & Johnson has created the continent’s 
largest bum center. Helping South Africa address the spreading HIV/AIDS epidemic is a top 
priority of US pharmaceutical companies in South Africa, and, through work-place education, of 
all US employers. 

Some of the most dramatic US investments have been in the telecommunications sector. 
In 1996 SBC Communications (Southwestern Bell) became the leading private equity partner for 
the state telecommunications monopoly, Telkom, which is being prepared for deregulation and 
competition in 2002. 

The development of its cellular telecommunications capacity is a priority for South 
Africa. Motorola, which re-invested in South Africa in 1994, provides the cell phones used by 
many South Africans, trunked radio equipment and two-way radios for South African safety and 
security agencies and municipalities. Motorola supports secondary and tertiary education , as 
well as training institutes for skills development in the cellular industry. Oracle has contributed 
over $2 million in in-kind donations and training to support the development of information 
technology skills among South African youth. Lucent Technologies, which operates a 
manufacturing and assembly plant in South Africa, employing 1700 workers, has a strategic 
partnership with Kwezi Investments, a black empowerment partner. Through the Lucent 
Scholars Khula Project with Rutgers University, Lucent is transferring engineering skills and 
training to South African teachers and students. 
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Dow Cliemicai purchased a Soirth African chemical company, Sentrachem, employing 
4,000 South Africans and has restructured the company to compete internationally through 
additional investments in technology, training and facilities. 

The General Electric Company fms ten of its eleven business units active in South Africa 
and the Southern African Development Community (SADC). GE is, therefore, active in aircraft 
engines, appliances, lighting, plastics and industrial, information, medical power and 
transportation systems. GE was the first company to sign an “industrial participation agreement” 
with the South African government offsetting the cost of imported components of government 
procurement, pledging to develop South Africa’s economy with a special emphasis on black- 
owned businesses. 

The Ford Motor Company has begun production of a new “Rocam” engine for export to 
markets around the world from its Samcor plant in Port Elizabeth, South Africa. The operation 
w41I grow from 55,000 engines in its first year to 90,000 engines a year by 2002. Ford’s “Project 
Ten” partnership with Port Elizabeth educational institutions is based on the company’s award- 
winning Ford Academy of Manufacturing Sciences used across the US to develop math, science 
and technical skills. 

South Africa purchased its first Otis elevator in 1 889. Today, United Technologies 
Corporation, the parent company of Otis, Carrier air conditioners, and Pratt & Whitney jet 
engines, employs more than 1 500 South Africans and has been recognized as one of South 
Africa’s most progressive companies by the Black Management Forum for its community 
involvement and employee training and advancement programs. 

3. South Africa is a challenging business environment for US companies. 

The South African government is, in many respects, best understood as a labor 
government. It has not, consequently, adopted the investment incentives common in many other 
parts of the world and has had to reconcile its labor political base with the prudent economic 
policies expected by the international investing community. US companies operating in South 
Africa are balancing global competitiveness with local labor and black empowerment 
considerations that have political resonance. 

This, in addition to objective factors such as the cost and productivity of labor, skill 
levels, South Africa’s distance from world markets, explains why some influential South 
Africans have expressed disappointment about the amount of US direct investment in South 
Africa and have expressed concerns that more of it is not directed toward export markets. In fact, 
there has been enough US direct investment to make us the largest foreign investing country, not 
including the consolidated investments of the Em-opean Union countries. Why has there not 
been greater direct investment and what can be done to inerease it? 

1 . reginnali.sm: Relative to other world markets. South Africa is a small market with 
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limited purchasing power. Numerous US companies have established a presence there as a 
springboard to the southern African region and even to the continent as a whole. The SADC 
trade protocol is scheduled to go into effect in January, but the ci-eation of a single market in 
southern Africa remains a distant aspiration. This is primarily due to the fact that the regional 
economies are not complementary and will require a period of hard bargaining to coalesce. 

2. liberalization: Under apartheid the South African economy was highly concentrated in 
a few conglomerates that controlled the overwdielming majority of commerce. As a result 
competition was minimal and cronyism aboimded, resulting in a multitude of inefficiencies. 
Although there has been a reduction of concentration, and ownership has been expanded to 
include empowerment firms, anti-competitive practices have continued to operate to the 
detriment of US firms trying to enter the market. In 1998 South Africa enacted a new 
competition law, bringing the country closer to international practice. Just last month the newly 
empowered Competition Board began operation. US companies that had been at a disadvantage 
due to anti-competitive arrangements will now have a new avenue to correct practices that they 
believe violate the law. 

3. labor law and practice: South Africa enacted a series of new labor laws after 1994 to 
protect and promote equity in the workplace. These laws are now being revisited by the South 
African government because they introduced rigidities into a labor force that is significantly 
unionized by sporadically aggressive trade unions. To the extent that these law's are an effort to 
abolish racial, etlmic and gender inequities, US business companies are supporiive. After all, 
affirmative action is not a new concept to US firms. A greater problem is the skills level and the 
constraint it represents on expanded employment, as well as the level of productivity relative to 
labor costs, especially in the manufacturing sector. 

4. government procurement: US firms trying to break into the South African market 
through selling to the government or to state enterprises through procurement boards have 
encountered multiple difficulties. As a result some have left the market or are considerir^ 
leaving. It is in the interest of the US and South Africa to work together to ensure that 
procurement decisions are transparent. The South African government is making extensive use 
of offsets, called “industrial participation obligations,” to stimulate the creation of small, black- 
owned businesses and hence stimulate job creation where it takes place the most rapidly. These 
programs, both civilian and defense-related, can be improved by taking into account the 
extensive experience with offsets in other countries by US companies. 

5. international agreements: South Africa has completed negotiation of a free trade 
agreement with the European Union that will give many European firms a competitive advantage 
over their US competitors. The details of the agreemoit have not been released, but it is a 
concern to us. With the exception of some Dutch and Scandinavian companies, the Europeans 
did not leave South Africa during sanctions, as scores of US firms did. As a result entrenched 
relationships between South African conglomerates and EU companies have very long histories. 
Public statements by South African officials during the free trade agreement talks indicated that 
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the agreement might affect procurement decisions in South Africa to the advantage of European 
firms. We are assured that the agreement is consistent with South Africa’s obligations under the 
World Trade Organization and that South Africa will advocate aggressively for a liberalizing 
agenda for the Millennium Round at the Seattle WTO Ministerial at the end of November. 

Mr. Chairman, in summary, the US-South Business Council and the broader US business 
community are finding commercial opportunities in South Africa that also contribute vitally to 
the country and the region. The cooperative partnership that has been established among the US 
and South African governments and the US private sector in South Africa is a very strong basis 
for working with South Africa to increase its attractiveness as an investment destination. The 
threats posed by crime, corruption, HIV/AIDS, unemployment and other social deficits are very 
real. Increased investment and involvement by the US private sector can contribute significantly 
to progress on these serious social problems. 
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Republican Institute 


IRI in South Africa 

since 1993, the International Republican Institute (IRI) has worked to foster democracy and 
good governance in South Afiica. Through its extensive local govetnment training and political party 
building program, IRI has contributed to South Africa’s successful democratic transition. 

IRI has focused the majority of its efforts on helping South A&ica’ s local government leaders 
tackle the dual challenges of balancing budgets and building economic growth. IRI has provided 
training to councillors and municipal officials from over four dozen South African municipalities. 
IRI’s success in South Afiica can best be illustrated by the story of the coastal community of Port 
Shepstone. Throughout the turbulent decade prior to South Africa’s first post-apartheid local 
elections in 1996, this medium sized coastal community had anational reputation fer political violence 
and economic decline. Given this troubled past, few observers held much hope that the town’s newly 
elected local government leaders would be able to put aside their political differences and begin 
addressing the community’s dire development needs. 

IRI began working with the city’s new leaders within three months of their election. Over the 
course of the next three years, IRI provided a long series of workshops and stratepc planning 
sessions to train coundllors and municipal officials in budget practices, strategies for local economic 
development, and other important issues. During this period, IRI watched the community transform 
from a basket case into a national model Sot development. The city has consistently balanced its 
budget and has attraaed more than $6S million in private investment projects. The city has achieved 
these successes while expanding its delivery of essential services to impoverished citizens and 
launching new programs to assist small scale entrepreneurs. South Africa’s national government has 
now begun to call upon the leaders of Port Shepstone to share their success story with local 
government leaders across the country. The national government has also adopted IRI’s financial 
management curriculum as a national standard for local government training. 

IRI has also worked since 1993 to provide non-partisan political party training to help South 
Africa’ s parties transform from liberation movements into effective and accountable political parties. 
IRI’s patty training efforts have primarily focused on the province of KwaZulu Natal, the scene of 
a long-standing low intensity conflict between rival political movements. IRI’s programs have 
contributed to political stability in this strate^c province by equipping the parties with the sWls they 
need to focus tiheir efforts on democratic competition rather than violent conflict. 

IRI will continue to maintain an in-country program in South Afiica throu^ 2001. IRI is 
increasingly relying upon local organizations to ensure that its program will have lasting impact. To 
this end, IRI has joined in partnership with the National Buaness Initiative and the Stutterheim 
Development Foundation, two local development organizations with extensive experience in local 
government training. IRI has also appointed a South African citizen, Rachel Kgeledi, to serve as 
IRI’ s Project Director as it hands over its work to local partner organizations over the next two years. 
Through these partners, IRI has initiated an innovative program combining US foreign assistance with 
South African private sector support, to ensure that the methods and practices developed throu^ 
IRTs years of training wiU have an impact long after IRI closes its doors in South Afiica. 


I R I 


Advancing Democracy Worldwide 


Suite 900 

1232 New York Avenue, N.tiv. 
WashingCon, D.C. 20005-3987 
(202) 40S-CJ4.50 
(202) 4oil-94ft2 FAX 
Internet: iri@iri.oig 
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NDI Programs in South Africa 


Political Update 

O On June 2, South Africans 
elected the country's second post- 
apanheid government. Thabo 
Mbeki replaced Nelson Mandela 
as president: Jacob Zuma is 
deputy president. The ANC 
gained 66,36% of the national 
vote, just shy of a two-thirds 
parliamentary majority. 

O Though the electoral process 
was somewhat marred by 
controversy over registration 
regulations and by increased 
political violence, tlie election was 
conducted in a peaceful and 
organized manner. 

NDI in South Africa 

Since 1991, NDI has worked in 
partnership with tlie national 
parliament, provincial 
legislatures, political parties, and 
non-governmental organizations 
to facilitate South Africa’s 
democratic transition, NDPs 
initial programming focused on 
the election process, NDI has 
since shifted its attention to 
strengthening the national and 
provincial legislatures and making 
govenumcnt more accountable to 
citizens through ethics codes and 
similar legislation. The institute 
is also supporting the 
development of a new local 
government framework. NDI's 
programs in South Africa arc 
funded by grants from the U.S. 
Agency for International 
Development (USAID) and the 
National Endowment for 
Democracy. 


Supporting Transparent and 
Ethical Government 

Over the past five years, the 
South African govemmemt has 
advanced ethics and anti- 
corruption measures beyond any 
other emerging democracy in the 
world. Tlic cdiics structure 
includes parliamentary and 
public service codes of conduct 
and an ethics law for all national 
and provincial executive 
members of government. 


In referring ethics legislation to 
the Cabinet, President Mandela 
noted NDPs contribution. 


NDI has supported the 
development of comprehensive 
ethics legislation through a 
number of projects. NDI has 
provided South African policy- 
makers with international 
comparative materials and 
information on ethics laws. The 
institute has also organized and 
led fact finding trips to the US, 
Ireland and the UK, to provide 
South Africans with information 
about ethics legislation ai:d 
enforcement in those countries. 

FollowingaDecember 1997 NDI 
study trip for members of 
President Mandela’s legal 
counsel, the Office of the 
President developed the 
Executive Members’ Ethics Bill. 
Parliament asked NDI to 
comment on the bill, and 
subsequently passed it. 

NDI is currently reviewing the 
office of the public protector. 


The review examines the political, 
practical, and constitutional role 
of the Public Protector in the 
country’s anti -corruption 
program. The institute has also 
completed a study of international 
trends in anti-corruption, 
specifically noting South African 
efforts. NDI. also hosted a 
workshop at the International 
Anti-Corruption Conference. 

Strengthening the NCOP’s 
Legislative Capacity 

In February 1997, the National 
Council of Provinces (NCOP) 
replaced the apartheid-era senate, 
as the second legislative chamber. 
The NCOP is a unique body 
created to facilitate provincial and 
local government participation in 
the national legislative process. 
As such, thcNCOP is regarded as 
the concrete expression of the 
constitutional principle of 
“cooperative governance.”. 

NDI has worked with the NCOP 
sines its conception, providing 
comparative ' reports and 
organizing study trips to inform 
the structure and role of the new 
body. NDI has been instrumental 
in helping new NCOP legislators, 
national, provincial and local 
government members and tlie 
public understand tlie body and its 
unique legislative role. 


".../r would hz a serious mistake if at 
this point J failed to recognize the 
contribution that the NDI has made in 
helping the NCOP along its path of 
development... ■' 
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The NCOP has a complex 
legislative process requiring 
comprehensive consultation with 
provincial legislatures and local 
government organizations. NDI 
has provided numerous 
workshops for NCOP members 
and other stakeholders, to hone 
the legislative process, and 
thereby improve the body’s 
policy-making capacity. 

In May 1 99S, NDI organized the 
NCOP National Conference. 
This marked the first time tliat all 
major NCOP players had 
convened since the body’s 
formation. Over threc-hundred 
participants gathered to evaluate 
the body's performance and 
identity' ways to improve the 
NCOP’s legislative capacity. 

NDI has continued to work 
closely wath the NCOP. Over the 
past year, NDI has provided 
comprehensive information 
tcclinology assistance, Members 
and staff have been trained to 
effectively use email and internet 
technology - improving research 
efforts and policy development. 

While assisting new and returning 
NCOP members through 
orientation programs and a New 
Members Orientation Manual, 
NDI is also assisting the body in 
determining effective executive 
oversight mechanisms, 

Improving Local Government’s 
Policy Capacity 

South Africa's constitution 
establishes that local government 
have a co-equal relationship with 
the national and provincial levels, 
and mandates participation by 


local authorities in tiie national 
policy process. 

Since early 1996, NDI has 
supported the process of creating 
a new local government 
framework. NDI provided 
comparative information, and a 
comprehensive study trip to ten 
US cities by individuals involved 
in drafting new local government 
legislation^ In addition to anotlicr 
study trip for a Soudt African 
political leaders, NDI organized 
a number of consulting trips for 
US local government experts to 
South Africa. 


“/i is the view of the South A/fican 
government that (he development of o 
Local Government While Paper m 
second only (o the Conxiiiution 
drayiing process and it is with this 
view i$i mind that I would like (v 
express my appreciation of NDL’s 
assistance in this process . " 

-Vain Mootin, ivnnisler for ConrtitutionftI 

In November 1997, Parliament 
established the South African 
Local Government Organization 
(SALGA).This body is 
constitutionally mandated to 
represent local government at the 
national level. NDI has worked 
with the organization to increase 
its capacity to impact national 
legislation: providing NCOP 

bnefmg materials, government 
contact directories, and planning 
workshops for the provincial 
member local government 
associations of SALGA. 

NDI has subsequently provided 
technical assistance to SALGA 
to improve its communications 
structures, especially in tire area 
of information tcclinology'. NDI 


has also played a significant role 
in SALGA’s establishment of 
policy development and advocacy 
structures. 

Partner Organizations 

Seeking long-term domestic 
NGO sustainability, NDI has 
partnered with several local 
organizations, including the 
School of Government at the 
University of the Western Cape, 
and Street Law. Over the past 
year, the School of Government 
has informed the policy debate on 
intergovermncntal relations In 
cooperation with NDI, the School 
organized study trips to Spain and 
India for political leaders to 
investigate comparative 
intergovernmental relations. 

In collaboration with Street Law, 
NDI conducts focus group 
research on various political 
topics, providing the findings to 
policy-makers. Recently NDI and 
Street Law have conducted focus 
groups across the country to 
inform the policy debate on 
traditional leadership, NDI and 
Street Law have also provided the 
Independent Electoral 
Commission with a report on 
voter attitudes - the result of 
comprehensive focus group 
research. 


For more informalion about 
A’D/'i' activilies in South 
Africa, please contact Trina 
Rand (trinaC&.ndi.org) 

Updated October 1999 
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I Stairs Drparlinrnt of Stair 

Washinmon, D. C. 20ry20 


MOV ! 0 1999 


Dear Ms. Lee: 

This letter is a follow-up to' Assistant Secretary of 
State Susan Rice's October 14 testimony to the Africa 
Subcommittee of the House International Relations 
Committee, during which you asked about the status of a 
constitutional challenge to the South African Medicines Act 
that has been brought by more than 40 pharmaceutical 
companies in South African courts. Assistant Secretary 
Rice reported that the case had been suspended temporarily. 

On September 9, the Pharmaceutical Manufacturers 
Association of South Africa (PMA) announced that "the 
litigation between the parties will be temporarily 
suspended." PMA took this action in response to South 
African Health Minister Tshabalala-Msimang’ s announcement 
to the Parliamentary Portfolio Committee on Health that she 
would return the medicines legislation to Parliament for 
amendment. PMA Chief Executive Marryena Deeb said the 
organization "...wanted to ensure that the Minister has the 
space and. time to evaluate the legal and technical 
complexities of several pieces of inherited legislation 
along with their likely regulations - unhindered by the 
presence of litigation." Pharmaceutical Research 
Manufacturers of America (PhRMA) President Alan Holmer 
expressed optimism at these developments. 

While PMA clearly indicated its members were prepared 
to suspend the litigation, according to South African law, 
the other party in the legal case, the South African 
Government, needed to concur. At first, it appeared that 
the South African Government was not so inclined. 


The Honorable 

Barbara Lee, 

House of Representatives. 
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On September 14, The South African Ministry of Health 
issued a press release clarifying that the decision to 
review the medicines legislation was attributable to 
internal discussions within the Department of Health and 
was not due to existing litigation against the Government 
of South Africa. The statement continued: 

"With respect to the litigation, the only 
acceptable position of the Government of South 
Africa would be the total withdrawal by the PMA 
and others of the litigation against the 
Government of South Africa with regard to 
medicines legislation. The legal process 
therefore remains unchanged by any offers by the 
PMA that fall short of this condition. The 
Government of South Africa will continue to build 
its defense in this case and hope to conclude the 
case as rapidly as the courts will allow." 

The Health Department denied the existence of any 
negotiations between the pharmaceutical companies and the 
government with regard to the litigation. Since all 
parties must agree before litigation is suspended, this and 
other press releases indicated the court case would 
continue. 

Despite this public hard-line, on October 8 South 
African Government attorneys filed the necessary documents 
agreeing to a suspension of the litigation until January 
2000. Therefore, as Assistant Secretary Rice stated during 
her testimony to the Subcommittee, the constitutional 
challenge to the South African medicines legislation is at 
present temporarily suspended. 

Please do not hesitate to contact us if we can be of 
further assistance on this or any other matter. 

Sincerely, 


Barbara Larkin 
Assistant Secretary 
Legislative Affairs 



